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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


SECURITIES AND EXCHANGE COMMISSION, 

Plaintiff, 


v. 


70 Civ. 3940:MP 


BANGOR PUNTA CORPORATION, 


Defendant. 


AGREED FINDINGS OF FACT 


1. On May 29, 1969, defendant Bangor Punta Corporation 
("Bangor Punta") filed with the Securities and Exchange Commission 
("the Commission") a registration statement which included two 
forms of prospectus in connection with a proposed offering of 
Bangor Punta securities for the common stock of Piper Aircraft 
Corporation ("Piper"). The registration statement became 
effective on July 18, 1969. 

1A. The first form of prospectus Included in the 
registration statement covered a general exchange offer (herein¬ 
after referred to as "general exchange offer") by Bangor Punta 
to shareholders of Piper who were not parties to an agreement 
dated May 8, 1969, between Bangor Punta and 42 holders of Piper 
cotmnon stock. The second form of prospectus included in the 
registration statement covered a limited exchange offer by 
Bangor Punta to the 42 holuers of riper stock who were parties 
to the May 8, 1969 agreement. This limited exchange offer is 
not in issue in this action. An explanatory note in the 
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registration statement stated: "The forms of Prospectus for each 
of the offerings [i.e., the general exchange offer and the limited 
exchange offer] will be identical, except that the front cover will 
vary as set forth herein." 

2. Bangor Punta caused prospectuses for the general exchange 
offer for Piper shares to be disseminated to Piper shareholders in the 
State of New York, among other states, by use of the mails among other 
means. 

3. Bangor Punta*s general exchange offer for the comaon stock 
of Piper expired at 5 p.m., July 29, 1969. Bangor Punta*a shareholders 
approved the general exchange offer on August 7, 1969. On August 8, 

1969, Bangor Punta comnenced distributing its securities to Piper share¬ 
holders who had accepted the general exchange offer. The final prospectus 
for the general exchange offer stated (p. 2)t "Until August 27, 1969, 
all dealers effecting transactions in the registered securities, 
whether or not participating in this distribution, may be required 

to deliver a Prospectus." Bangor Punta made no application to the 
Commission to shorten the period of time during which prospectuses 
may be required to be delivered. 

4. Bangor Punta, through its general exchange offer of 
July 1969, obtained 111,628 shares of Piper or approximately 77. of the 
1,644,790 shares of Piper conanon stock outstanding. 

5. The financial statements contained in Bangor Punta's 
registration statement and preliminary and final prospectuses carried 
the investment of Bangor Punta in the capital stock of the Bangor 
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■tvd Aroostook Railroad at $18,830,746 as at September 30, 1968 and 

$18,364,500 as at March 31, 1969 0 Note 1 to said financial statements 
stated: 


"The consolidated financial statements include the accounts 
of Bangor Punta Corporation (Bangor Punta--formerly Bangor 
Punta Alegre Sugar Corporation) and its subsidiaries, except 
for Bangor and Aroostook Railroad Company and its subsidiaries 
(the Railroad) and Prodco Finance Co. (Prodco). Investments 
in subsidiary companies, including the Railroad and Prodco, 
are adjusted annually for the equity in subsidiaries' 
undistributed earnings. All material intercompany items 
have been eliminated in consolidation. 

At September 30, 1965, the equity in the underlying net 
assets of the Railroad amounted to $29,791,456, which 
was $21,694,917 more than the then carrying value. 

Recognition of this excess was deemed appropriate 
but it was decided to limit the amount includible 
in stockholders' equity to $18,384,808 based upon 
a market price evaluation of the Railroad comnon 
stock. This resulted in increasing the carrying 
amount of the investment in the Railroad and 
stockholders' equity by $10,288,629. Such restated 
carrying amount of the investment was $11,406,648 
less than the equity in underlying net assets. 

During the year ended September 30, 1966, the 
carrying amount of the investment increased by 
$749,983, representing the cost of 559 shares 
of capital stock acquired from minority holders 
and the equity in undistributed earnings for the 
year, to the amount of $19,134,791, or $11,449,312 
less than the equity of $30,584,103 in the under¬ 
lying net assets of the Railroad. During the year 
ended September 30, 1967 the carrying amount of the 
investment decreased by $336,488, representing the 
excess of dividends paid to the parent over "he 
parent's equity in the earnings of the Railroad, to 
$18,798,303, or $11,451,123 less than the equity of 
$30,249,426 in the underlying net assets of the 
Railroad. During the year ended September 30, 

1968 the carrying amount of the Investment increased 
by $32,443, representing the cost of 120 shares of 
capital stock acquired from minority holders and the 
equity in undistributed earnings for the year, to 
the amount of $18,830,746, or $11,465,081 less 
than the equity of $30,295,827 in the underlying 
net assets of the Railroad." 
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The Bangor Punta registration statement and preliminary prospectus 
at page 27 and registration statement and final prospectus at paga 29 
contained the following statement under the heading "Description 
of Bangor Punta's Business": "Bangor Punta has operating units 
in the following industries; . . . transportation." The following 
appeared at page 32 of the registration statement and preliminary 
prospectus and page 34 of the registration statement and final 
prospectus: 


Transportation 

"The>jBangor and Aroostook Railroad is an 
all-freight line owning and operating approx¬ 
imately 800 miles of track located wholly 
within the State of Maine, running from 
Searsport on the Atlantic Coast north to 
the Canadian border. On September 30, 1968, 
it owned, subject to security Interests, or 
leased 45 diesel locomotives and 5,834 freight 
cars. Approximately 707. of the Railroad's freight 
revenue is derived from potatoes, paper, wood pulp 
and petroleum products. More than 997 of the freight 
hauled has either its origin or its final destination, 
or both, on the Railroad's line. The Railroad receives 
intense competition from highway carriers and also 
competes with Canadian railroads at several points 
on the line. It is a Class I carrier, subject to 
comprehensive regulation by the Interstate Consnerce 
Commission with respect to rates, routes, accounting 
practices and other matters. About 1,100 persons are 
employed by the Railroad, 907 of whom are union members. 

"In fiscal 1968, the Railroad accounted for 67 
of Bangor Punta*s total revenues and 17. of its operating 
income. Unaudited figures for the first six months 
of fiscal 1969 indicate that the Railroad accounted 
for 57 of Bangor Punta's total revenues and incurred 
an operating loss equal to 47. o; Bangor Punta's total 
operating Income. An operating loss of this magnitude 
Is not unusual during the first half of the Railroad's 
fiscal year." 


i 
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6. The minutes of the April 1, 1969 meeting of Bangor Punt.' 
board of directors record the following concerting the Bangor and 
Aroostook Railroad (the -Railroad”), 98.71 of the stock of which 
was owned by Bangor Punta or Its subsidiaries: 

Organiz ation and Long Range Planning . 

Mr. Salgo stated that he wished to discuss 
with the Board the general philosophy of the 
types of business in which Bangor Punta should 
be involved, and also share with the Board 
some of the thoughts of management in this 
connection. He stated that there had been under 
consideration for some time the question of whether 
minority interests in some of the more attractive 
operations such as the Leisure Time and Public 
Security Groups, should be spun off, but that he, 

Mi, Robertson and Mr. Wallace are in unanimous 
agreement that this should not be done. 

Instead, there have been discussions about the 
possibility of spinning off, either in whole or 
in part, those companies where growth is not 
developing as rapidly as it is throughout the 
remainder of the Corporation. In particular 
he stated that such discussions had centered 
upon the Process Engineering Group, the Railroad 
and the Textile Group. In this connection, he 
pointed out that the Textile Group is a substantial 
contributor of cash even though it is not in a 
growth area. Mr. Salgo stated that the earnings 
of the Process Engineering Group are small and 
we need to seriously consider whether this group 
could be sold to another company. With respect 
to the Railroad, he stated that there is a question 
as to whether it should eventually go into a larger 
railroad system." 

"Mr. Salgo further stated that it would 
be very helpful if a comnittee from the Board 
of Directors could study the possible divestiture 
of the Bangor and Aroostook Railroad resulting 
in public ownership of it, either in whole or in 
part. He asked Mr. Curtis M. Hutchins to serve 
as Chairman and Messrs. George H. Seal and 
Robert G. Stone to serve as members of this 
Committee, with Mr. W. Jerome Strout as an 
ex-officio member and advisor to the Comnittee." 


_/ Chairman of the board of directors of Bangor Punta. 
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7. Mr. Salgo testified concerning the committee referred 

the last paragraph of finding 6 (Salgo SEC Dep., pp. 17-24): 

Mr. Von Stein: Was a decision initiated and 
reconmended by the other members of the board and you? 

Witness Salgo: I don't know if you take "initiated" 
to mean ' by other members of the board"; or are you 
referring to "management" or "outside members"? 

Mr. Von Stein: I am not specifying any group at 


itness Saigo; Management members, yes; outside members, 
not. There was nothing we knew about it, to the effect 
that outside members might have taken a very strong 
initiative. I must say that we had a full agreement, 
once the case was presented. 

Mr. Von Stein: Where did the initiative come from? 

Witness Salgo: From management. 

Mr. Von Stein: And more specifically? 

Witness Salgo: From operations, because there is where 
you have this funny feeling for how much control there 
is and prediction. 

Mr. Von Stein: How was this brought to the board's 
attention? 

Witness Salgo: Through a presentation--! don't know 
whether it was from me or Mr. Wrllace. 

Mr. Von Stein: On behalf of management? 

Witness Salgo: Yes, on behalf of management. 

Mr. Von Stein: You considered your role to be not only 
that of an analyst or judge of problems or initiatives 
by management, but also that of an initiator for the program 

Mr. Ryan: That question is highly improper, to my mind. 

Witness Salgo: You said that I told you I considered 
myself a Judge; but I said I considered myself as a 
catalyst and I mean the word "catalyst" exactly in 
its chemical sense. I was looking for and extracting 
ideas and opinions, to pull them together into a 
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pattern and see whether they would correspond 

to our long-range alms. In some cases we may 

have had to compromise to reach a unanimous decision.-- 

That is not the function of a Judge; and that is why 

I corrected your statement.-- 

Mr. Von Stein: But-- 

Witness Salgo: --In this procedure, I have all 
rights and obligations to initiate-- 

Mr. Von Stein: --and advocate? 

Witness Salgo: Yes, and advocate hopefully for a 
unanimous idea--but sometimes not getting it. 

Mr. Von Stein: Let's now carry this into the decision 
to sell the B & A. Where did the initiative of that 
idea come from? 

Mr. Ryan: When you say "to sell" the railroad, do 
you mean what took place in October 1969; or do you 
mean to sell or distribute Bangor Punta's interest 
in the railroad? 

Mr. Von Stein: To sell the railroad. 

Witness Salgo: In general? 

Mr. Von Stein: Yes. 

Witness Salgo: It was probably since the origin of 
the railroad board--preceding even my getting involved 
with it before 1959--that the reasou they hired me in 
1959, as a consultant for diversification purposes, 
was that they felt that the railroad did not promise 
sufficiently for the corporation. 

Mr. Von Stein: I think, that goes toward the broader 
avenue of the disposition suggested by your Counsel, 
as opposed to the narrower disposition, that I am 
referring to,-- 

Witness Salgo: Would you be more specific? 

Mr. Von Stein: --of selling the railroad, as it 
was sold in 1969. 





V 


766 A 

- 8 - 


Witness Salgo: Okay. 

Mr. Von Stein: Where did the initiative come from? 

Witness Salgo: This particular initiative came definitely 
rom the railroad itself, respectively, from the directors 
who seemingly had close historical ties with the railroad 
and who--or at least some of whom--took an active role in 
the matter, from the beginning of the year, so to speak, 
to analyze and seek ways of disposing of the railroad 
from the corporate portfolio. 

Mr. Von Stein: Could you give us some specific names? 

Witness Salgo: Yes--Mr. Curtis Hutchins, Mr. Seal, and 
Mr. Stone were named as a committee to study and reconmend 
the disposition of the railroad. I think, that was in the 
first quarter of 1969--in April 1969- 

Mr. Von Stein: Who choae this comnittee? 

Witness Salgo: Technically, I think, I did. Effectively 
I responded to a visible desire of a group on the board. 

Mr. Von Stein: Did these three men choose themselves? 

Mr. Ryan: He didn't say that. 

Witness Salgo: I didn't say that. 

Mr. Von Stein: No, he didn't say they did.--i mere ly 
asked that as a question. 7 

Witness Salgo: I had contemplated that their desires 
would be negative and positive. But, when you are leading 
a group of people as their chariman, you have a certain 
feedback of what their desire is; and when you are put 
into the chairman's seat, you know what is up for action. 

BY MR. BELKIN: 


Q. What group of the board decided who these individuals 
should be? 

A. I would say that everyone agreed on the board that these 
were the people who would know the most about the railroad 
because they would have closer ties with the railroad--and* 
that was what I called the "feedback." I thought they were 
the most desirable people to make the studies and reports. 
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Q. Could you say what particular expertise Mr. Stone had? 

A. I think, his expertise consisted of his being a 
Bostonian who was familiar with New England problems, as a 
retired senior member of a very well-known brokerage 
compar v. He was a specialist In railroad securities 
and railroad-management appraisals and basically 
a very sound businessman. I have the highest regard 
for him. 

Q. Do you know what particular expertise Mr. Seal had? 

A. Mr. Seal was a Bostonian and was in New England for 
many years. He was a director of the railroad and a user 
of the railroad or supplier of the railroad for his company. 
I think, there was a very closely-knit tie with some members 
of the railroad's tap-management. 

Mr. Von Stein: Were these committee members, as well as 
the people with expertise for the functions for which they 
were appointed--were they also those members of the board 
who were at that time leaning toward the disposition ol 
the railroad, more than other board members? 

Witness Salgo: I can't answer that question; because my 
recollection Is that there was an almost-unanlmous desire 
expressed on the board to dispose of the railroad,-- 

Mr. Von Stein: In one way or another? 

Witness Salgo: —one way or another, and within reason. 

BY MR. BELKIN: 

Q. Can you give us the time sequence on that? 

A. What do you mean by that? 

Mr. Von Stein: Wes this unanimous desite voiced as of 
the time you appointed the committee? 

Witness Salgo: It was strong enough to definitely want 
to receive some concrete suggestions, after many years 
of talking about the subject In this respect, I think, 
there was a definite evolution at that point. 
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B7 MR. BELKIN: At this point I would like to introduce, 
as Salgo Exhibit No. 1, a memorandum from Mr. Salgo to 
Mr. W. Gordon Robertson and Mr. David W. Wallace, dated 
March 26,1969,--which was introduced during Mr.Flick's 
testimony as Flick Exhibit No. l--which is attached to 
a letter dated March 13, 1969, from Mr. Robert A. Page 
to Mr. Nicolas H. Salgo. Will the reporter please 
mark this document as Salgo Exhibit No. 1. 

(Said document was marked Salgo 
Exhibit No. 1.) 

Q. Could you identify this Salgo Exhibit No. 1, please 
Mr. Salgo? 

A. Yes, sir, I can. 

0. Can you tell us what it is? 

A. This is an Internal memorandum on the subject of the 
railroad disposition. 

Q. Could you tell us why, at this particular time, you 
wrote this memorandum, and I am particularly directing 
myself to the second paragraph, where the first two words 
are "I believe." Was there any particular reason why you 
wrote this memorandum at that particular time? 

A. Evidently, the apropos was this unsolicited letter from 
Mr. Robertson to Mr. Page, who was a director of the company. 
That is the only apropos that I can see. 

Q. When you said that you believed the time had come 
to make a positive decision about a supplementary or separate 
use of the railroad, can you tell us why you believed this 
particular time had come? 

A. Because we were talking about it for so long and 
evidently some of our shareholders also began to become 
restless about it--which restlessness was produced by 
this letter. 

Q. Does this memorandum represent a turning-point in 

the thinking of Bangor Punta Corporation or your own thinking 

with respect to the railroad? 

A. Absolutely not. I wouldn't say that I could describe 
it to you as one of these little drops even which 1 would 
consider in decision-making. There is no new event 
reflected in this memorandum whatever. 


tfe 
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8. On May 12 and May 15, 1969, Curtis M. Hutchins, 
chairman of the committee appointed at the April 1, 1969 Board 
meeting, and a director and member of the executive comnittee 

of Bangor Punta, met with Frederic Dumaine, Jr„, chairman of the 
Amoskeag Company, and discussed the possible sale of the Railroad 
to Amoskeag Company. 

9. (a) Mr. Hutchins testified at his deposition by 

Chris-Craft concerning his meeting with Dumaine on May 12 as follows: 

Q. You did have a meeting with Mr. Dumaine on May 12th; 
is that right? 

A. Yes. 

Q. Do you recall where the meeting took place? 

A. At the Pinnacle Club, in New York. 

Q. Did you come into New York especially for the 
purpose of meeting with Mr. Dumaine? 

A. Living in New York--we live in New York in the 
winter and I was in residence, so to speak, and he 
came to New York from Boston. 

Q. Did you make any notes or memos of this meeting 
with him? 

A. No. 

Q. Do you recall it? 

A. Yes. 

Q. Can you tell us what happened at the meeting? 

A. Mr. Dumaine asked if Bangor Punta wished to dispose 
of the railroad, and 1 said I thought it might, and I 
said that it depended for how much--or what the price 
was, and he 6aid he would offer five million dollars 
for it, and I said that that was an awfully low price 
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in relationship to what we were carrying the book 
on, but I would carry the message back to the 
management. 

Q. Was that the whole conversation? 

A. Yes, in essence. 

Q. I think you misspoke when you said that you told 
him it was a low price in relation to what you were 
carrying the book on. I think you meant what you 
were carrying it on the books for. 

A. That is what I meant to say. 

At his examination by the SEC in the course of its prlva 
investigation, Mr. Hutchins testified concerning his meeting with 
Mr. Dumaine on May 12, 1969, as follows (pp. 27-28): 

Q. What occurred at this first meeting on May 12th? 

A. I told Mr. Dumaine that there was interest on the 
part of Bangor Punta in selling the railroad, and how 
much would he pay for it; was he interested, he said yes 
and I said, how much do you want to pay for it, and he 
6aid $5 million. 

Q. Did he say anything else of a substantive nature 
at that May 12th meeting? 

A. No. I asked him, did he want to buy assets or stock, 
and he said he didn't care at that point. 

0. What was your response? 

A. My response was that 1 would take it back to 
the management of Bangor Punta and the board and 
see whether or not they would accept it. 

Q. What were your respective positions then at 
the conclusion of the May 12th meeting.' 

A. That he had made an offer for the railroad of 

million, and I was to get back to him as to whether 
the offer would be accepted or not. 
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Q. At the time of the meeting what authority did 
you have, authority from Bangor Punta? 

A. At the time of the meeting I had no authority, 
except to explore the various possibilities of 
divesture of the railroad. 

I had no power of decision. 

(b) Mr. Hutchins testified at his deposition by Chris-Craft 
concaralng his meeting with Mr. Dumaine - ' 15, 1969 as follows: 

Q. In fact, you did have a ,1th Mr. Dumaine 

again between May 12th and May 2 ; am I correct? 

If you look in your diary of May 15th-- 

A. I had a meeting with Mr. Dumaine in Boston on 
May 15th. 

Q. Do you recall whether you spoke to Mr. Wallace or 
Mr. Salgo about the Dumaine proposal between May 12th 
and May 15th? y 

A. I can’t recall. 

0. Do you recall whether you took any action with 
respect to Lhat proposal between May 12th and May 15th? 

A. I Just don't remember; what do you mean by "action"? 

Q. Any studies, any analyses of it. 

A. No. 

Q. Did you report his proposal to the other members of 
your comnittee. Seal or Stone? 

A. Yes. 

Q. When did you report to them? 

A. I had a meeting with Mr. Seal and Mr. Stone, a 
luncheon meeting the same Thursday, May 15th, and I 
do not recall whether that was prior or after seeing 
Mr. Duanine that day. 
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Q. Did you go to Boston to meet with Mr. Dumalne? 

A. Yes. 

Q. What happened at this meeting? 

A. I can't recall that anything happened other than 
his reaffirmation of the five million dollar price and 
that was his highest price, that he felt he could 
justify I think it was at that meeting that I carried 
from Bangor to Boston some pertinent cash flow figures, 
balance sheet figures of the railroad, and a five-year* 
forecast of the railroad, both cash and profit and loss 
for him to study. 1 think that was the purpose of the 
meeting. It was for me to deliver to him those papers. 

Q. Did you try at this meeting to see whether 
you could get him to raise his price? 

A. I am sure 1 did in a sentence or two, and I 
am sure in a sentence or two he said no. 

Q. Did you have any discussions with him at this 
meeting about the possibility of there being a kicker 
in the event the railroad was turned around and showed 
profit? 

A. Not at that meeting, no. 

Q. Did you discuss it at the 12th? 

A. No. 

Q. Now, again, do you remember what you said to Mr. Seal 
and Mr. Stone on the 15th about your negotiations and 
discussions with Mr. Dumalne? 

A. Yes; I reviewed with them his price. I reviewed 
with them the alternatives to accepting Mr. Dumalne's 
price and a sale to him and we came to the unanimous 
conclusion that the sale to Mr. Dumalne for five million 
dollars was, in our opinion, the three of us, the best 
course for Bangor Punta to pursue. (pp. 53-55] 

In the SEC investigation Mr. Hutchins testified as follows 
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concerning his May 15th meeting with Mr. Dumalne (pp. 29-30): 

Q. What occurred at this meeting? Do you recall? 

A. I furnished Mr. Dumalne copies of five year forward 
budgets of the railroad, five year forward cash flows, 
which had been furnished to me by Mr. Strout, who was 
then president of the railroad, and went over them with 
him. 

We discussed the possibility of his buying assets 
rather than stock. 

At that stage of our knowledge of the tax situation. 

It appeared that It would be Impossible for Mr. Dumalne 
to bypass that and still have the railroad survive 
as a profitable cash break even entity, and I think 
that's all. 

I left him with the thought that he and his staff were 
going to study the material 1 had given him as a matter 
of information. 

• * \ 

It had no effect on the offer originally made one way 
or the other. 

Q. Had he asked for copies of budgets and cash 
flows at your May 12th meeting? 

A. I don't remember, but 1 l would be In the ordinary 
course of business, 1f he were seriously considering the 
railroad, he would want those, and whether he requested 
them or whether I offered them, I don't remember. 

Q. Do you recall what his position was at this May 15th meeting 
with regard to the purchase of assets versus stock? 

A. It appeared to both of us at the time, erroneously, 
that It would not be feasible for him to buy assets, 
so we continued to talk about sale of stock at that point. 

Q. Could you tell me what you meant by that word, 
erroneously? 

A. Furtner Investigation indicated that Mr. Dumalne 
would have been able to purchase assets and have a sufficient 
depreciation to carry a forward cash flow sufficient to finance 
the enterprise. 
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10. The minutes of the executive committee meeting of 
Amoskeag Company on May 20, i%9 reflect the following: 

"President reported he had tentatively 
obligated the Company to pay $5,000,000 for 
Bangor & Aroostook Railroad, subject to 
Governmental Agencies' approval. Mr. Stone 
announced he was a director of Bangor Punta 
and would not take a position." 

11. On May 20, 1969 J. Lushing, an accounting employee 
of Bangor Punta, wrote a memorandum to David W. Wallace and Stephen 
Galle, president and vice-president respectively, in which he stated: 

"I spoke this afternoon with Tom Wieler [partner in 
charge of the New York office] of Peat, Marwick, Mitchell 
& Co. regarding the accounting treatment on any loss on 
the sale of the B & A Railroad. The Railroad is carried 
in our financial statements at approximately $18.5 million 
and the sale for $5 million would therefore result in a 
loss of $13.5 million. It is assumed here that we sell 
the stock rather than the assets and, therefore, no 
consideration is given to any tax effect. 

Mr. Wieler feels it would be very hard to 
charge this loss off directly to retained earnings. 

He feels it would be an extraordinary charge at the 
bottom of the Income statement, i.e., similar to 
our gain on the sale of INA. It appears from the 
accounting bulletin that this sale would not meet 
any of the criteria for defining a prior period 
adjustment, which is the only type of an item 
which can be charged off directly to retained 
earnings. I mentioned the writeup we made of 
the Railroad for about $10 million in 1965, and 
whether we might consider the loss to the extent 
of this amount to be an adjustment of this. He 
is Inclined to doubt this treatment. However, 
if we discuss it with the SEC and get it accepted, 
then I'm sure he would go along with it. You may’ 
be aware that the original writeup of the Railroad 
was a very sore point with the SEC at the time." 


i 
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12. The minutes of the May 21, 1969 meeting of Bangor Punta'a 
Board of Directors record the following concerning the Railroad: 

BANGOR AH) AROOSTOOK RAILROAD 

Mr. Curtis M. Hutchins, as Chairman of a special committee 
appointed by Mr. Salgo at the Board of Directors meeting held 
April 1, 1969 (Reference: BPC-4-1-69-28), reported that he and 
Messrs. Robert G. Stone and George H. Seal (members of the 
special committee), have Just completed a study of the situation 
with respect to the Bangor and Aroostook Railroad and wish to 
submit to the Board their unanimous report through Mr. Hutchins. 

Mr. Hutchins stated that there appears to be three 
possibilities which could be adopted with respect to the future 
of the Railroad. Bangor Punta might keep the Railroad as Is, 
merge the Railroad with another railroad If that were possible, 
or sell the Railroad at the best possible price. 

Mr. Hutchins stated that keeping the Railroad is not 
very appealing. He pointed out that because of the Increased 
use of trucks and the restricted nature of the territory Involved, 
it is doubtful that the traffic on the Railroad will increase. It 
appears that If the Railroad is to break even over the next five 
years, it will be necessary to spend substantial amounts of money 
for new freight cars and other equipment. He also stated that in 
discussing the situation with Mr. W. Jerome Strout, President of 
the Railroad, it appears that the amount of money to be expended 
might be as much a6 $5,000,000. Under these circumstances, 

Mr. Hutchins pointed out that it becomes more and more difficult 
to justify retention of the Railroad. 


Mr. Hutchins next discussed the second possibility, 
that is, consolidating with another railroad. In this 
connection, he felt that a combination with the Boston (* 
Maine Railroad, if otherwise possible, might result in 
Bangor Punta's receiving a third to a 40Z interest in a 
new company. The consideration, however, would be in the 
form of securities rather than cash. Mr. Hutchins did not 
feel that this would be a palatable solution. 

Mr. Hutchins next considered the question of selling 
the Railroad and to whom it might be sold. He pointed out 
that neither the Penn Central nor the Norfolk and Western 
Railroads have any known interest in the iangor and Aroostook 
Railroad and a merger with either of these railroads is very 
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unlikely. He stated that the only person whom he knew 
who might be interested in the Railroad is Mr. F.C. Dumaine. 

Jr., Chairman of Amoskeag Company. Mr. Hutchins stated that 
r\*V a8 . h ! d P rel ^“ lnar y discussions with Mr. Dumaine who had 
indicated that he might be willing to pay $5,000,000. in cash, 
a combination of cash and Bangor Punta securities, or 
Bangor Punta securities for the stock of the Bangor and 
Aroostook Railroad owned by the Corporation. At this point 
Mr. Salgo asked whether it might be wise to offer to 
Mr. Dumaine 517. of the stock of the Bangor and Aroostook 
Railroad at book value, with an option to purchase the 
remaining 49% at a higher price, with a total consideration, 
therefore, of approximately $7,000,000. 

and polnt » Flick wa » called away from the meeting 

meeting ) flllaCe aCted as Secre tary for the remainder of the 

Mr. Hutchins stated that, in his opinion, Mr. Dumaine 

would ° f $7 *° 00 > 000 -. but th ®t he probably 

would be able to obtain the approval of the Board of Directors 

of Amoskeag Company at a price of $5,000,000. 

bv HutChi " 6 f tated that he not asking for an approval 

y the Corporation s Board of Directors at this time, but only 
the authority to continue disvussions with Mr. Dumaine He * 

“ lshe8 '» «'« MC.rt.io whether /heo.^eg 
Company is willing to submit a definitive proposal. 

Mr. Sal g° next suggested that he would like to have 
Mr. Dumaine transfer to the Corporation 22,500 shares of 
BaegorPeet, *1 25 ConverrlbXe Preference hock „ c^id.r.- 
tion for an option on 517. of the Railroad, the option to be 
for sixty days with the provision that the stock would be 
forfeited if the option is not exercised. In discussing 
Mr. Salgo s proposal, Mr. Strout pointed out that Mr. Dumaine 

R *1 Wl H hC K t0 A Cnter int ° 3n arran 8 emen t with the Maine Central 
aiiroad; he does not believe the Maine Central R^lroad will 

and r 11 SU D h an i - greement existed be tv. ; en Amoskeag Company 
and Bangor Punta Corporation. " F 

n^ ft ® r ^° n6 i derable discussion, it was the consensus of 

49/517 a ba 8 i« at ' “ U i C !! inS Sh ° uld atte “Pt to negotiate on the 

49/5i7. basis suggested by Mr. Salgo, but that he has the 

authority to negotiate on the basi, of a sale of 100% of 

the Bangor and Aroostook Railroad subject to further investigation 

of accounting and tax ramifications of such a transaction and 

tK'SHrt It wrEEJ.!' Dlrector * oc the Exec “ tlve 
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^ r * Hutchins testified as follow# at his examination by 

the SEC concerning, among other things, his report on May 21, 1969, 

to the Bangor Punta board of directors (pp. 13-18): 

Q. Was this the first time. May 21st that you had 
reported to the board of directors? 

A. Yes. 

Q. What methods of disposition were looked into 
by your comnittee, and you can refer to this—the 
minutes here, which is Exhibit No. 2 for identification 
for any refreshing of your recollection that you might 
need. 

Mr. Ryan: Off the record. 

Mr. Belkin: Off the record. 

(Discussion off the record.) 

MR. BELKIN: Back on the record. 

A. There are three possibilities for disposing or 
handling the railroad situation. 

One was to keep it and continue to operate it indefinitely. 

The second was to merge it with another railroad, and the 
third was to find a buyer. 

We felt it not advantageous--our committee felt it was not 
advantageous to Bangor Punta to continue operating the 
railroad because profits—the possibility of adequate 
return on the investment seemed impossible to obtain. 

The railroad would require large amounts of capital 
to keep it going, and the manner in which a good 
railroad ought to be operated, and we cast that aside 
as being an alternative we didn't like. 

The second possibility was to merge it with another 
railroad. 

In short that seemed impossible to do, because the 
Maine Central, our neighbor, had been approached over 
a 10-year period with no positive results, and going 
a step away, the Boston & Maine Railroad was in great 
difficulty. 
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Another step away there seemed no likelihood. New York 
Central and Pennsylvania, later to become the Penn Central, 
or the Norfolk or Western would be interested in acquiring 
it. 

So, therefore, a sale seemed to be the most promising alternative. 

Now, we so recommended to them we had a possible buyer in 
Frederic C. Dumaine of the Amoskeag Company, with whom I 
had been in touch, and who had offered us $5 million for 
the railroad, and I so reported to them and gave that 
recomnendation to them as a recommendation of the committee 
with which the other members agreed, other members of the 
committee agreed. 

Do you want this back? 

Q. Yes. 

In terms of the time sequence, could you tell us--you said there 
was little likelihood of a merger--when this became apparent, the 
fact that there would have been little likelihood of merger? 

Was this at this May 21st meeting that it was already .pparent 
to you? 

A. Yes. It had been apparent to me for some years or some 
months, and it was a recapitulation of opinions I had built in. 

Q. Were there any other possibilities discussed or considered 
by your comnittee, any other possibilities with respect to the 
disposition of the railroad? 

A. No. 

Q. How did you or the committee limit yourself to these 
possibilities; in other words, either keeping the railroad, merging 
it or selling it? 

A. Our minds could not conceive of any other alternative. We 
came to the end of the road. 

Q. Did anyone ever consider spinning off the railroad at 
around this time, early 1969? Do you recall? 

A. 1 don't remember the time sequence. Mr. Salgo had offered 
the suggestion that the best could be had by declaring 
a dividend in the form of railroad stock. 

The committee never seriously considered that. 


I 
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Q. Could you tell us why not? 

A. It seemed the last resort kind of a disposition. 

Efforts were made to keep the railroad and its organization, 
its employees, and its service to the public intact, so that 
if--the next owner would be operating a railroad in the same 
manner it had been operated over the years as a good going 
concern. 

Q. You mentioned the possibility of merging the railroad with 
another railroad. You mentioned that in the minutes of May 21st. 

A. Yes. 

Q. Could you tell us how that would have worked out; in other words 
what your thinking was at the time, if a merger had occurred? 

A. Since 1959 I had tried to merge the Bangor & Aroostook with 
Maine Central, because together they will then serve the State, 
whole state of Maine, with a saving of a substantial amount of overhead, 
and if the operating of the trains had been merged, the track work had 
been merged, the cars had been merged, I thought it would--the Joint 
enterprise could save on the order of a million dollars a year, and I 
felt it was a thing highly to be desired, though I never could accomplish 


Q. What was y aw barring your path to the merger? 

A. The management of Maine Central did not seem to be as eager for 
it as I did, and they refused to negotiate seriously about it. 

Q. Had the management of the Maine Central changed from 1951 
through 1969? 

A* t No * 1 might be able to correct that, it was '53 instead of '51 
It's whenever Spencer Miller became president. I can't remember 
whether it was '51 or 1953. 

Q. Now, there was one offer mentioned at this meeting of Mav 21st 
Mr. Dumalne'8 offer? * 

A. Yes. 


Q. Were there any other offers for the railroad discussed at this 
meeting? 

A. No. 


Q. Were there any other offers outstanding at this time that your 
committee knew about? 
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A. No. 

Q. What was your reaction to the offer of 
Mr. Dumalne-- 

A. I thought-- 

Q. (Continuing)--in view of the fact that your investment was 
a good deal more? 

A * * felt that Mr. Dumaine was the only logical customer for the 
railroad. 

He offered $5 million for a railroad which was then earning 
$ 50,000 a year, and on a value based on a reasonable multiplier, 
it seemed to me to be an ample offering. 

Q. Do you know Inow he arrived at his figure of $5 million? 

A. No, I don"t. 

Q. Did you ever ask him? 

A. What? 

Q. Did you ever ask him? 

A. No. 

Q. Was there any surprise registered on the part of anyone at this 
meeting on May 21st that the offer was $5 million? 

A. I feel there wa6 a sense of disappointment that it wasn't more only. 

14. Mr. Hutchins testified as follows at his examination by the 

SEC (pp. 41-43) concerning his discussions with Mr. Duraai*'® of the 

suggestion by Mr. Salgo at the May 21 board meeting r ir Punta 

that "it might be wise to offer to Mr. ^umaine 511 o stock of 

the Bangor and Aroostook Railroad at book value, with an option to 

purchase the remaining 497. at a higher price, with a total consideiation, 

therefore, of approximately $7,000,000": 

Q. In the minutes of May 21st there is a suggestion of a counter 
proposal— 

A. Yes. 

Q. (Con tinuing)-- by Mr. Salgo, I believe. 

A. Yes. 
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Q. Did you ever relay that counter proposal to Mr. Dumaine? 

A. Ye8. 

Q. When? 

A. I don't remember. That was May--Just a minute. Let me refer 
to my notes. 

It must have been by telephone between May 21st and May 27th. I 
don"t recall the time. 

Q. Do you recall what his response was? 

A. Yes. He said no. 

Q. Did he give any reason as to why he said no? 

A. No. He Just said he had made up his mind wha; he was going to do, 
substantively as I reported in the lett *7 of May 27th. 

He said that's ail he'd do. 

Q. In other words, he didn't promise to pay maybe a little more 
than 5 million? 

A. He said flatly he wouldn't. 

Q. Did you ask him why he was so adamant about 5 million? 

A. No, in the sense that that's his business. 

Q. Did anyone ask you whether you had reported the counter proposal 
to Mr. Dumaine, anyone on Bangor Punta's board or management? 

A. I don't recall anything specific. I am sure having been asked 
to make that proposal to Mr. Dumaine, that when he said no, I must 
have reported it to someone, and I would guess it was Mr. Robertson 
who was then chairman of Bangor Punta, on the assumption that he 
would relay it to his associates, Mr. Wallace and Mr. Salgo. 

I don't recall talking with anyone about it in the management of 
Bangor Punta, except Mr. Robertson. 

IS. On May 27, 1969, Hutchins delivered to Dumaine an unsigned 
document dated May 27, 1969 on the letterhead of Bangor Punta 
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reading as follows: 


May 27, 1969 


Mr. F.C. Dumaine, Jr. 

President 
Amoskeag Company 
Prudential Center 
Boston, Massachusetts 02199 

Dear Buck: 

I understand that you and I have agreed, subject to appropriate 
approval by the ICC, on the sale to Amoskeag of all Bangor and 
Aroostook Railroad stock owned by Bangor Punta on the following basis: 

1. A sale price of $5,000,000., payable by delivery 
of all Bangor Punta $1.25 convertible preference 
stock now owned by Amoskeag (approximately 22,000 
shares), plus Bangor Punta common stock sufficient 
to make up the difference to $5,000,000. The pref¬ 
erence stock would be valued at the market at the time 
of closing and the common would be valued at Its 
actual cost to Amoskeag--or $5,000,000. in cash, at 
our option. 

2. A fifty-fifty split between Amoskeag and Bangor 
Punta of any "windfall profits' accruing to Bangor 
and Aroostook Railroad through real estate or ind¬ 
ustrial developments in the Searsport area with 
particular reference t) i proposed aluminum plant 
which would result in large scale commercial incre¬ 
ments in profit or land development sales on Cape 
Jellisor or Sears Island-durlng the next five years, 
if such incremental "windfall profits" prove to be 
substantial and significant. 

The Railroad has outstanding 179,810 shares of stock of which all 
but 2,354 are owned by Bangor Punta (about 98.7%). Of the remaining 
shares, 1200 are owned by one person and his wife; and the balance is 
owned by about 20 other people. 

Although 1 have general authority from the Bangor Punta Board 
to make tentative exploration regarding the sale of the Railroad, any 
understating between you and me is subject to the Board's approval. 

I expect you may want the same understanding regarding the Amsokeag 
Board. ° 
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To: F.C. Dumaine, Jr. May 27, 1969 

Page Two 

I suggest, too, for employee moral purposes that no publicity 
be given to any tentative understanding between us until a defini¬ 
tive deal 18 ready to move ahead. 

4* T 1 / 111 1 ? aVe thls letter wlth y° u with the thought In mind that 
if I do not hear from you within the next day or two that your 
understanding squares with mine. 


Yours Sincerely, 


Curtis M. Hutchins 


Hutchins testified at his deposition by Chrls-Craft concerning 
the foregoing document as follows: 

Q. If I tell you on May 29th and June 2nd Mr. Dumaine, Sr.'s 
iary reflects telephone calls to you, would that In any way 
refresh your recollection of when you managed to speak to the 


A. Let me organize myself on dates. 


I wrote Mr. Dumaine a letter which reflected an understanding 
etween him and me and which Included a recapture of Bangor Punta 
If Sears Island was sold. It was then under option to a company 
that hoped to build an aluminum plant. 


MR. LIMAN: Mark this Chrls-Craft Exhibit 128 

(Letter marked Chrls-Craft Exhibit 128 for identification 
as of this date.) 


Q. Have you seen Exhibit 128? 

A. Yes. 

I was confusing my 
him. 

A. No, I went to Boston. I handed him that letter and we 
discussed the conditions and he said they were agreeable. 

Q. That is Junior? 


I had talked to Mr. Dumaine on May 27th. 
meeting with him on the 12th. 

I did go down on May 27th and talked with 

Q. On the telephone? 
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A. No, Senior. Senior is Junior. Dudley Is the son. 

Q. You discussed It with the father, the terms of this letter, 
and he said this was acceptable? 

A. Yes. 

Q. Did you leave a copy of this with him? 

A. I did. 

Q. He said It was acceptable? 

A. Yes. 

Q. Can you tell me if you recall whether you signed It? 

A. I did not. 

Q. Was there a reason? 

A. I felt that, on reflection, having written It, this reflected 
a meeting of the minds between him and Mr. F. C. Dumaine, Jr., 
as to the agreement he and I, on a personal basis had reached, 
and It was not a thing I could commit Bangor Punta or Its 
board to, so 1 left it unsigned. 

Q. You did have in a letter a statement that the agreement 
was subject to the approval of your board? 

A. Yes. 

Q. Did you discuss this letter with anybody at Bangor Punta 
before you gave it to Mr. Dumalne? 

A. Yes, I sent a copy to Mr. Robertson, whose office is in 
Bangor, where my office was, and I sent him down a copy after 
it was transcribed. 

Q. Did he make any changes? 

A. No, he made no changes, but he said that this might not 
receive concurrent* from the Bangor Punta management, so why 
didn't I leave it unsigned, which I did. 

Q. Did you discuss it at all with any other officials of 
Bangor Punta? 

A. No. Not that I recall. 
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Q. Did you disclose to any of the lumbers of Bangor 
Punta management, after May 27th, that you had given this 
letter to Mr. Dumaine, other than Mr. Robertson? 

A. I assume I must have at the meeting in New York of 
June 3rd, at which the other two members of Bangor Punta's 
management were present. 

Q. Did anybody at that meeting ask you to recall this letter? 
A. No. 

Q. Did anybody tell you that you should send them a letter 
nullifying this? 

A. No. 

P. How was it left in connection with this letter? 

A. It was left that Bangor Punta management could not agree 
to it until it had had a considerable amount of time to explore 
' the tax impact or the ameliorating effect on Bangor Punta's 
earnings statement of the sale of the assets, and I so reported 
that to Mr. Dumaine. 

Q. When you say its sale of assets, you are talking about a 
change in form in the transaction? 

A. Yes. This contemplated a sale of stock; I think I said 
that. 

Q. I take it, then, ;obody criticized you for having given 
him this letter? 

A. No. 

Hutchins testified during his examination by the SEC as follows 
concerning the above document: 

Q. Well, do you recall the next time that you were in contact 
with Mr. Dumaine? 

Mr. Ryan: Either by telephone or face to face? 


Mr. Relkin: Yes 
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Q. I met with him in Boston on Nay 27th, and I must have 
been on the telephone--telephonic communication in order 
to make the date. 

I don't recall any other phone calls specifically, no. 

Q. What was the purpose of the vaeeting of Nay 27th? 

Do you recall? 

A. Yes. 1 had written Nr. Dumaine a letter giving him 
my understanding of the arrangement we had made for the aalc, 
and suggested to him same other specific arrangements, as 
I remember it, to do with his paying part of the purchaae 
price and some stock he held in Bangor Punta, and also 
reserving in Bangor Punta any windfall profits which might 
occur in the future, on the bale of some of our real estate. 

Q. Had you and he agreed to these additional items, this 
windfall of profits, and you mentioned one other item prior 
to that, had you agreed to these or discussed these-- 

A. He and I did, yes. 

Q. (Continuing)--at these various meetings? 

A. No. 

Hr. Ryan: Would you repeat that question and answer back 
again, please? I think there is some confusion. 

(Whereupon, the last question and answer were read back by the 
reporter.) 

Nr. Ryan: Did you and he agree or discuss, that's the problem. 

Q. Let me backtrack and ask you whether you and he had discussed 
the windfall profits and the--that one other item that you 
mentioned. 

A. He and I had not discussed, I think, to the best of my 
knowledge, the windfall profits. 

I think you refreshed my memory not* that I did have a telephone 
conversation with his son, Dudley Dianaine, on the payment—using 
stock he owned in Bangor Punta as payment, as to what price it 
would be tendered at or—yes, at what price would be used, that 
method of payment. 
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I believe I did do that. 

Q. All right. 

Mr. Belkin: At this point I would like to introduce a latter 
on the Bangor Punta Corporation's stationery dated May 27, 1969 
from Curtis M. Hutchins to Mr. F.C. Dimaine, Jr., President, 
Amoskeag Company. 

This would be Exhibit No. 6 in Mr. Flick's testimony. 

Mark that as Exhibit No. S for Mr. Hutchins. 

(Whereupon, the above-referred to document was received and 
marked by the reporter as Hutchins' Exhibit 5 for identification, 
as of this date.) 

BY MR. BELKIN: 

Q. Could you identify this letter, Mr. Hutchins, please, which 
is Exhibit No. S for Identification? 

A. 1 do. 

Q. Will you tell us, is that the letter that you had previously 
referred to— 

A. Yes. 

Q. (Continuing)—as the letter that you delivered? 

A. Yes. 

Q. You scate in the letter that—in the first sentence—"That I 
understand that you and I have agreed," and then you list the 
items to which you had agreed. 

Previously I believe you said you had not discussed certain items, 
one of them being the windfall profits. 

A. I don't recall that I did. 

Q. Could you explain why you state in the letter that you and 
I have agreed, when you state you don't recall having previously 
discussed these items? 
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A. Because I assumed that he and I would agree upon It, and 
we did, as I remember, on May 27th. 

Q. You did what on May 27th? 

A. Agreed on the windfall profits. 

Q. In other words. May 27th you and he agreed as to what you 
t7rote in the letter, that should a sale--should a consummated 
sale occur, that those would be the terms? 

A. Yes. 

Q. Do you recall w';at else occurred at this meeting on the 
27th of May, if anything else occurred? 

A. I don't recall anything. 

Q. Whose idea was it to send the letter? 

Mr. Ryan: I don't think there is any testimony that the 
letter was sent. It was hand delivered. 

Mr. Belkin: Okay. 

Q. How did Mr. Dumalne receive this letter? 

A. I handed it to him. 

Q. Whose idea was it to give this letter to Mr. Dumaine? 

A. Mine. 

0. Why did you feel a letter was required? 

A. Because-- 

Mr. Ryan: You mean, what was the purpose of the letter? 

Mr. Belkin: Yes. Why you felt that there hat* to be a letter 
between the two of you? 

A. I thought it was useful to have an understanding on paper 
so that if negotiations should proceed further, that we understood 
each other at that point, particularly in regard to the payment 
of stock and th« windfall profits. 
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Q. Had you, Mr. Hutchins, and--strlke that. 

Had you and Mr. Dumaine agreed to the sale of the railroad 
according to the terms of the le.ter of May 27th, subject to 
the approval of your respective boards? 

Mr. Ryan: Will you repeat that question, please. 

(Whereupon, the pending question was read back by the reporter.) 

Mr. Ryan: 1 think that question is almost impossible to answer 
unless you know what you mean by agreed. 

In other words, if you mean did Mr. Hutchins agree and Mr. Dumaine 
agree as to what the terms were going to be, were going to be 
presented to the board is one thing. 

The witness: That's right. 

Mr. Ryan: That would be one answer, and then you can talk about 
agreement as to being some sort of legal obligation. 

Mr. Belkin: Well, the first person to use the word agree is in 
the letter, and-- 

Mr. Ryan: Yes, but the letter was written by a layman, not by a 
lawyer, and yet you are asking questions as a lawyer--you know-- 
of a layman, and so 1 think you are going to get a confusing 
record as to--on this subject. 

Repeat the question, and I will let him answer it, but I think 
it's not going to be a clear answer. 

The agreement, as agreed--the agreement has legal ccnnotatlon to 
it, and also to a layman it means one thing, and to a lawyer it 
means another. 

BY MR. BELKIN: 

Q. What did you mean in your letter when you used the word 
"agreed" Mr. Hutchins? 

A. That he and I had a meeting of the minds, that should 
proceedings continue, that this would be the basis of them-- 

Q. All right. 

A. (Continuing)--as far as he and I were concerned. 
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Q. If you can answer that question that I have asked, 
in light of your now definition of how you accept the 
word agreed, then I think the record would be clear, 
and if you can read that question back again, or I will 
re-ask it again rather than read it back. 

Had you and Mr. Dumaine agreed to the sale of the railroad, 
according to the terms of the letter of May 27th, subject 
to the approval of ycur respective boards? 

A. Subject to the approval of the respective boards, and 
subject to the approval of Bangor Punta management. 

Q. Now, did you go to the board after the letter or after 
this meeting of the minds lamedlately? 

A. No. 

Q. Why not? 

A. Because Bangor Punta management had questions about the 
transaction and felt that an arrangement more favorable to 
Bangor Punta might be negotiated, and wished to explore in 
depth the tax effect on Bangor Punta, particularly in respect 
to the comparable tax effect of sale of assets versus the 
sale of stock. 

Q. You said the Bangor Punta ^"agement had rnestions about 
this transaction or— 


A. Had reservations as to whether this transaction was in 
the best interest of Bangor Punta. 


Q. Being a transaction with Mr. Dumaine? 

A. Yes, the transaction as outlined in the letter 
of May 12th— 


Mr. Stewart: 27th. 
The witness: 27th. 
Mr. Ryan: 27th. 


Q. Well, bow were they made aware of the terms expressed in 
your letter of May 27th, the people on the board of directors? 

Mr. Ryan: What was the last part of that? 



«*» 
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Mr. Belkin: The people on the board of dtreetors--the 
people-- 

Tha witness: The management. 

Mr. Belkin: The management. 

Mr. Ryan: The management. 

Mr. Belkin: Right. 

A. I think I comm nic*.ted it by telephone initially to 
Mr. Robertson, and thereafter I don't remember to whom. 

Mr. Ryan: If you will show Mr. Hutchins Exhibit No. 5, it 
indicates that a copy of it was sent to Mr. Flick, a copy 
of the letter. 

Do you recall? 

The witness: I would say it would be him. 

Mr. Ryan: In other words, I think you will find copies of that 
was sent to--at least to Mr. Flick, if not othero. 

BY MR. BELKIN: 

Q. Do you recall what Mr. Robertson's response was to the letter? 

A. Mr. Robertson, I think, was in agreement with my letter 
covering the meeting of the minds, but told me that Mr. Salgo 
and Mr. Flick had the reservations about this being an advantageous 
arrangement for Bangor Punta, as I described earlier. 

Q. Did you speak with Mr. Salgo or Mr. Flick directly? 

A. Yes--well, I met with— 

Mr. Ryan: When? 

Q. (Continuing) With regard to any objections that ta y may 
have had? 


A. Yes. I met with them in New York on June 3rd. 

Q. Do you recall speaking with Mr. Dumaine shortly after this 
letter of May 27th? 


I 
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A. I don't recall. I may well have. I don't recall. 

Q. In your last sentence in this letter you state: 

"I will leave this letter with you with the thought in 
mind if I do not hear from you within the next day or 
two, that your understanding squares with mine." 

Do you recall whether there was any camnunicatlon shortly 
thereafter between yourself and Mr. Dumaine? 

A. I must have called him after the June 3rd i. eting and 
told him that we could not give him firm confirmation of 
the deal, because we needed time to explore the tax matters. 

I must have called hin, yes. 

Q. Why did you--was the letter signed that you-- 
A. No. 

Q. Why did you deliver the letter to Mr. Dumaine unsigned? 

A. I sent a copy to Mr. Robertson the day before I went 
down, and he, I think, conferred with Mr. Flick, and they 
reminded me that I had no authority to confirm a deal, so 
I felt it better be in the form of an unsigned letter, which 
carries the weight of a memorandum, if you will. 

Q. And this is what Mr. Robertson came back to y.>u-- 

A. He came back to me with the admonition or the reminder 
that I did not have authority to make a binding deal. 

Q. Did he indicate he had talked with anyone to get this 
advice? 

A. Yes. I think he talked tc Mr. Flick. 

Q. Did he tell you that or is this just-- 
A. I don't recall. 

Q. Did you speak with Mr. Flick directly about this letter? 
Mr. Ryan: About what? 

Mr. Belkin: About this letter, either sending it unsigned or 
sending lt--anythlng about this letter. 





793 A 

-35- 


A. No. If there was any comnunlcatlon, It was a 
transmittal letter sending it to him as a matter of 
information. 

I did not have a conference or talk to him to my recollection. 

I am sure I didn't. 

16. Hutchins at his deposition by Chrls-Craft testified 

concerning a meeting held on June 3, 1969 between Hutchins, Salgo, 

Wallace, Robertson and Flick as follows: 

Q. Did anybody report to you that a Mr. Wieler of Peat, 

Marwick had been consulted on or before May 29th, 1969, 
regarding the accounting treatment, at a loss of selling 
the railroad for $5 million? 

A. No. 

Q. Is today the first time you were aware of the fact that 
he had been consulted? 

A. Mr. Wieler? 

Q. Yes. As shown in this memo. 

A. No, today is not the first time. 

Q. When did you become aware that Mr. Wieler was consulted? 

A. At a meeting in New York, at the Bangor Punta offices on 
June 3rd, a discussion was had with the top management of 
Bangor Punta. Mr. Wallace, Mr. RobeLt6on and myse’-t, 
possibly Mr. Flick and Mr. Salgo, talked with Mr. Wieler. 

Q. Was he at the meeting, too? 

A. No, on the phone, on a conference call, and I heard 
Mr. Wieler's comments to that general effect as expressed 
in the exhibit. 

Q. What was the purpose of this meeting—on what date did 
you say? 

A. June 3rd. 

Q. On June 3rd. 

A. I think the purpose of the meeting was to discuss the 
effect on Bangor Punta of the sale of the railroad for $5 million 
in cash. 
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Q. You said— 

A. To Dumaine, the effects on Bangor Punta of the sale to 
Dumaine for $5 million In cash. 

Q. Had you reported to the management of Bangor Punta 
before June 3rd that you had not succeeded In improving the 
sale price with Mr. Dumaine? 

A. I must have, and it must have been by telephone, <_nd I 
assume I summarized my conversations with him on June 3rd. 

Q. What was said concerning the situation? 

A. Whether Wieler's report that the loss involved, the book 
loss Involved from $18 million odd down to $5 million would 
have to be shown as a loss on the income statement of Bangor 
Punta. 

Q. Did anybody express concern about that at the meeting? 

A. Yea. 

Q. Who? 

A. I think all three of the management people did. 

Q. By the three, you meat. Messrs. Salgo, Wallace and 
Robertson? 

A. Yes. 

Q. Was chere a discussion of whether different accounting 
techniques could be used to avoid showing auch a loss? 

A. There was discussion as to whether a different effect 
would be had if assets were sold rather than stock and a 
determination made that an examination in depth should be 
made on the effect of selling assets rather than stock. 

Q. Selling the assets to Mr. Dumaine? 

A. Rather than selling him stock. 

Q. The assets for this price, rather than the stock for 
this price? 

A. Yes. 
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17. The minutes of the August 7, 1969 meeting of Bangor 
Punta's board of directors record the following concerning the Railroad: 
OPERATIONS AND ADMINISTRATION 


* * * 

Mr. Salgo also informed the Board that In the overall 
planning of the management of the Corporation, it Is 
deemed advisable that we should dispose of certain 
assets which no longer appear to fit into the growth 
pattern of the Company. These would consist of the 
Railroad, the Process Engineering Group, which it 
is believed could be sold in components at a better 
aggregate price then if sold as one entity, and the 
Textile Group. It is essential, of course, that the 
Corporation uchiav/e real hard values for these companies. 

18. The minutes of the August 28, 1969 meeting of the 

Anoskeag board of directors contain the following concerning the 

Railroad: 


Uoavd informed Bangor Punta is prepared to sell its 
investment in Bangor ani Aroostook R.R. in September. 

After discussion and upon motion duly made and seconded, 
it was 

VOTED: to ratify, confirm and approve the action of 

the President in committing Company to purchase 
from Bangor Punta Corp. its investment in Bangor 
and Aroostook R.R. for $5,000,000 and to authorize 
him to take such action and to do such things as 
may be necessary or desirable in order to execute 
said purchase. 

(Mr. R. G. Stone took no part in aforementioned 
discussion and was recorded as not voting.) 

19. Mr. Hutchins tertified at his examination by the SEC that 

on August 28, 1969, he met with John M. Coward in Boston (p. 61). 
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The meeting was suggested by Mr. Robertson 
the Bangor Punta board of directors. Mr. 


, the then viasu^haig 
Hutchins testified as 


m of 
follows 


concerning the discussions with Mr. Coward (pp. 61-63, 66-70, 72-75): 

Q. Did he [Mr. Robertson] tell you anything of a substantive 
nature that Mr. Coward had stated in terms of what he might be 
offering? 


A. No, except that he was a man of substance and thought he 
wanted to buy the railroad, and as an alternative buyer, I 
should, as a matter of diligence, contact him, which I did. 

Q. When was the first contact with Mr. Coward? 

A. My only contact with Mr. Coward was on Thursday, August 28th 

Q. I see. All right. 


What occurred at that meeting? 

A. I met him at the State Street Bank in Boston, and he offered 
more money than Mr. Dumaine--I don't remember how much, but it 
was substantially more money, and I asked him why he wanted to 
buy the railroad, and the reasons he gave me were so out of 
accordance with the facts that I concluded that in spite of 
what he said, the partners who were engaged with him would, 
upon serious look at the situation, not want to do it. 

He gave as a reason for wanting to buy it that Maine is a 
growth state and growth area, and he thought the Bangor & 
Aroostook area was a growth area. 

I do kno- something about the area, and it's fairly opposite. 

1 said, in what way ib It going to grow? 

He said, all the copper mines up there--we don't have any. 

People are exploring for minerals, but it's all over the 
western part of the state, and nothing has been found of 
any substance^ and he feels that the Machiasport situation 
that Occidental proposed down there would be helpful to the 
railroad; that was nowhere near our line, and he is uninformed 
about the territory, and I concluded any offer he might make 
on behalf of himself and other people associated with him wouldn 
hold up, and therefore, the offer was not a substantive one. 
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Q. Do you know who the other individuals were-- 
A. No. 

o. (Continuing)--he was associated with? 

A. No. 

Q. Did you ask him? 

A. No. 

Mr. Belkin: At this point I'd like to introduce into the 
record a letter dated September 18, 1969 to Mr. Curtis M. 
Hutchins from John M. Coward. 

Would the reporter mark this as Exhibit No. 7. 

(Whereupon, the above-referred to document was received 
and marked by the reporter as Hutchins' Exhibit 7 for 
Identification, as of this date.) 

BY MR. BELKIN: 

Q. Could you identify Exhibit No.7, please, Mr. Hutchins? 
(Handing to witness.) 

A. Yes, I do. 

Q. Could you tell us what Exhibit No. 7 is? 

A. Exhibit No. 7 is a letter from Mr. Coward reiterating his 
interest in the railroad and making a specific offer of $10 
million. 

Q. Does that offer, which is contained in the letter, was that 
what hi6 offer contained in your August 28th meeting, or was 
there any changes? 

A. Substantially 60 . I don't recall they were exactly that. 
Substantially that. 


Q. Did you get this letter on the letterhead of a corporation, 
do you recall, because this apparently is a copy-- 
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Q. Did you feel when Mr. Coward approached you that he couldn't 
finance the $10 million? 

A. No. 1 wasn't-- 

Q. I am trying to understand your feelings as to your reaction 
to the $10 million. 

Q. Well, I felt this way about it: 

On his statement that he had other partners in it, presumably 
their examination of the railroad situation would cause them 
not to put up the money. 

I don't disbelieve Mr. Coward'6 ability to get the money, a6 
far as getting cash together is concerned. 

A railroad earning about of $50,000 a year, or let's say a plump 
break even over the five-year period ahead, in any-using any 
kind of business judgment would not pay $10 million for a 
railroad property, and I felt that his partners would come 
to that same conclusion. 

It was hard for me to believe that somebody would pay $10 
million just for a hobby, and I felt, too, that--this September-- 
the 15th was the date? 

Q. 18th. 

A. (Continuing)--18th date, we were pretty well along the 
line with Mr. Dumaine, and we had same discussions with him on 
this sale of stock or sale of assets, that we were morally committed 
to him, and I didn't want to do anything to disrupt that deal, 
because I felt he was a substantive buyer, and he had the $5 
million, and he really wanted the railroad, and I felt that 
that sale could be accomplished, and I doubted whether this 
one could, and it was a business judgment, right or wrong, 
that I did not give Mr. Coward serious consideration and stuck 
with Mr. Dumaine, which is a business Judgment. 

Q. Did you relate Mr. Coward's offer to any of the management 
of Bangor Punta or any of the directors? 

A. I don't know that I did or not. I quite possibly or 
probably told Mr. Robertson about it. 
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Whether I related It to New York, I don't remember, because 
I didn't feel it of substance, solid substance enough to 
relay the price 16 40 times earnings, what we earned last 
year. 

People don't buy railroads at five rimes their earnings. 

Q. You mean that If price was a little lower than $10 million 
but more than five, you may have been more seriously considering 
him? 

A. No, because M*. Dumalne had a real reason for buying a 
railroad. He's a--has a solid Interest In the welfare of 
transportation in New England, particularly northern New England, 
and Mr. Dumalne hoped that his purchase of the Bangor & Aroostook 
Railroad mi^ht lead to merger in some way with the Maine Central, 
which he felt would be helpful from the transportation point of 
view, and thereafter he had vague hopes of including the Boston 
Maine and possibly the Delaware and Hudson, and making a 
northern New England system out of It, and that strategy 
or plan of his had some substance to It; more so than somebody 
buying the Bangor & Aroostook Railroad as a hobby or on the 
unsubstantive reasons that Mr. Coward gave me. 

Q. Well, wasn't Mr. Salgo and other management people, directors, 
weren't they Interested in getting as much as they could for the 
railroad? 

A. Oh, yes. Yes. 

0. Would--did you feel that Mr. Coward's offer, in which he 
allowed you to hold stock of the railroad as collateral, and 
also put members on the board, provided enough protection for 
Bangor Punta? 

A. Ye8. You have to take that letter in the context of our 
being pretty well down the road with Dumalne, having agreed 
with him on a price, and I think an agreement in the Bangor 
& Aroostook management that we were committed to Dumalne 
to the extent that we--if we could work out the proper tax 
arrangements, and the proper vehicle for giving him the 
railroad, that we were morally, at least about thi6 time-- 
this i S'"tember 15th or 16th--that we should p irsue that 
course, &' * not clutter up the negotiations with Dumalne. 

I felt there was a good possibility of our losing Dumalne, 
because he was getting restless while we were doing all our 
tax work. 
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Q. At what point did you feel Bangor Punta was morally 
conmltted to Mr, Dumaine? 

A. 1 don't know, but I did at this point, which la mid- 
September. 

q. What did you mean in the letter by, and I quote from the 
second paragraph--from the second paragraph of the letter: 

"At our meeting in Boston the 27th of August you 
indicated to me that you were in charge of any sale 
of the railroad that might take place, and that in 
fact you were considering an offer at that time and could 
not consider my offer until such time as the other offer 
expired." 

Were you morally committed as of the 27th of August? 

A. I felt I was, yes. 

Q. Is that what you--strike that. 

In your words, what did you tell Mr. Coward in the meeting 
of August--you say it's August 28, although he indicates it's 
August 27th. 

A. My diary shows the 28th. 

A. Rather than use his words in the letter, I'd like to know 
what you told him, what you recall you told him? 

A. I told Mr. Coward that we were negotiating with someone else, 
and the negotiations were reasonably well along, and I didn't 
feel at this point that I wanted to enter into negotiations 
with him as long as the other negotiations were pending, and 
I said that partly because I did not believe that hie interest 
would prove to be a substantive one. 
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Mr. Belkin: I will cake your suggestion up and ask 
Mr. Hutchins vrhat he means by moral commitment. 

The witness: Let's see what 1 do mean. 

1 had an understanding with Dumaine, as the record shows, 
and I had the feeling, I had the conviction that this 
arrangement with Mr. Dumaine was the best course of action 
for Bangor Punta to pursue, and I felt it my duty, as a 
director, to impress that upon the management and the board 
of directors. 

In that sense I had a moral obligation to the project. 

After listening to Mr. Coward, I was more convinced that 
the Dumaine sale was the best course for us to pursue, and I 
didn't want to endanger that. 

BY MR. BELKIN: 

Q. Why did you feel after listening to Mr. Coward that the 
best course would be to sell it to Mr. Dumaine? 

Did you have any specific feelings or reasons? 

A. It's hard to define a state of mind. 

Having been convinced, I guess over a time, that this was 
the best course for us to pursue, I probably was a little more 
suspicious or critical or unbelieving of Mr. Coward's offer 
than I might otherwise have been. 

What he told me hadn't--did not convince me that the Dumaine 
course wasn't the best one. 

Contrarywlse, if I had been convinced that Mr. Coward's 
offer was substantive in any kind of diligence, I would 
have had to pursue it. 

1 just didn't think so, and that was Just a matter of business 
judgment of mine, right or wrong. 

Q. Do you know whether anyone ever found out who he might 
have been representing? 

Mr. Ryan: Who Mr. Coward represents? 

Mr. Belkin: Yes, Mr. Coward, excuse me. 

Q. Did anyone Indicate that to you? 

A. No, except that I understood, and I can't remember where, 

Mr. Coward represented money in the Coward family, which resulted 
from the sale of Coward Shoe Company to one of the holding companies. 
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and that there was money in the family, and that he 
had other associates in this pool with him at's 
about all I ever found out, 

* * * 

Q. Why did you have Mr. Coward come to Boston 
to tell him that you basically couldn't consider 
his offer? 

A. Again, a matter of diligence, Mr. Robertson suggested 
that I see Mr. Coward and listen to him. 

Mr. Coward was in Nantucket, and I was in Bangor, so, 

Boston seemed to be a convenient meeting place, and I think 
it was then ray duty to at least see him and see what he had 
to say. 

I repeat, what he had to say didn't convince me of a substantive 
interest. 


I repeat, I could see no reason why he would want to buy the 
railroad really. 

Now, why sophisticated associates, which presumably would go 
with the thing, I don't know, and I could see why 
Mr. Dumaine wanted to buy it. 

When anybody sells anthing of magnitude or buys something of 
magnitude, one always tries to find out the reason behind it 
strategy behind it. * 

Mr. Coward'6 letter dated September 18, 1969, to Mr. Hutchins 
read as follows: 

September 18, 1969 

Mr. Curtis M. Hutchins 
Bangor Punta Corporation 
405 Park Avenue 
New York, New York 10022 

Dear Mr. Hutchins: 

I thought it would behoove me to write to you at this time to assure 
you of my group's continued interest in acquiring all, or substan¬ 
tially all of the stock of the Bangor and Aroostook Railroad and 
to review our offer to Bangor Punta Corporation. 
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At our meeting in Boston the 27th of August, you indicated to 
me that you were in charge of any sale of the railroad that 
might take place and that, in fact, you were considering an 
offer at that time and could not consider my offer until such 
time as the other offer expired. My recollection is that you would 
know one way or the other by the end of September. 

In brief our offer still stands. We would pay $4,000,000.00 
at the closing and $1,000,000.00 per year, each year for six 
years, making the total price $10,000,000.00. Bangor Punta 
would hold the stock as collateral on the loan and collect interest 
at the prime rate. We would also expect that Bangor Punta would 
have representation from time to time on the Board of Directors 
in proportion to the amount of the outstanding loan to the total 
purchase price. All the above would naturally be subject to a 
discreet review of the assets and liabilities of the company. 

I don't want to wish our adversary any ill will, but, on the 
other hand, I hope our group can be successful. 

Respectfully yours, 

John M. Coward 

President 

cc: Mr. Nicholas Salgo 

Mr. W. Gordon Robertson 

20. The minutes of the September 9, 1969 meeting of Bangor 
Punta's board of directors contain the following concerning the Railroad: 

DISPOSITION OF BANGOR AND AROOSTOOK RAILROAD 

Discussions regarding the sale of the Bangor and Aroos¬ 
took Railroad, which has been under consideration by the Board of 
Directors for a considerable period of time, were resumed. 

Various proposals concerning the sale of the Railroad were dis¬ 
cussed, including the sale of assets, a combination of a partial 
sale of the assets and a leasing arrangement of the remaining 
assets, and the sale of the stock of the Railroad. 

In the course of discussing whether stock or assets 
could be sold, the tax aspects of such sales were fully con¬ 
sidered as well as the sizeable diminution of assets on the 
books of the Corporation as the result of one type of sale a6 
contrasted with the other. Also considered were indications that 
the prospects for increased earnings by the Railroad for Fiscal 
Year 1970 and in future years are very poor. Additionally, 

Mr. W. Jerome Strout, President of the Railroad, had previously 
informed the Board that substantial expenditures of money would 
be necessary for capital items during the next several years. 
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Mr. Hutchins stated that this would constitute a heavy burden 
on the parent company at times when required loan capital will 
not be available to the Railroad. Further, the Board had also 
been advised that competition by other modes of transportation 
indicate that the possibility of expanding the business of the 
Railroad is negligible (Reference: BPC-5-21-69-8.) 

After due consideration, the Board of Directors decided 
that it should authorize Mr. Curtis M. Hutchins, a member of the 
Board who has been negotiating with Mr. F. C. Dumaine, Jr., 
President of Amoskeag Company, to consumnate the prompt sale of 
the Bangor and Aroostook Railroad for a consideration of Five 
Million Dollars ($5,000,000) or more in cash and such other 
additional consideration and benefits to the Corporation as 
are obtainable under terms and conditions which, in Mr. Hutchins' 
judgment, would be in the best Interests of the Corporation. 

Upon motion duly made, seconded and carried, it was 

RESOLVED, that Mr. Curtis M. Hutchins, a member of 
the Board of Directors of this Corporation, be, 
and he hereby is, authorized to consumnate the 
sale of either the assets or stock of the Bangor 
and Aroostook Railroad to Amoskeag Company, or to 
such other buyer, for a consideration of Five 
Million Dollars ($5,000,000) or more In cash and 
such other additional consideration and benefits 
for the Corporation as are obtainable under terms 
and conditions, as will, in his judgment, be in 
the best interests of this Corporation; and 

RESOLVED, that Mr. Curtis M. Hutchins and the 
officers of this Corporation be, and they hereby 
are, authorized to execute contracts and other 
documents, and take all other action necessary to 
consumnate the sale of the Bangor and Aroostook 
Railroad in accordance with the terms and conditions 
so negotiated. 

21. The minutes of the September 22, 1969 meeting of the 
board of directors of Bangor Punta Operations, Inc., a wholly-owned subsidiary 
of Bangor Punta, contain the following concerning the Railroad: 

SALE OF STOCK IN BANGOR 
AND AROOSTOOK RAILROAD COMPANY 

The Chairman stated that it had been determined that it would 
be in the best interests of the Corporation to sell the shares of 
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th« Bangor and Aroostook Railroad Company owned by it. 

After discussion, and upon motion duly made, seconded and 
carried, it was: 

RESOLVED, that the proposed sale by the Corporation 
of 177,466 shares of the Issued and outstanding capital 
stock of Bangor and Aroostook Railroad Company, a 
Maine corporation, for $5 million in cash will be in 
the best interests of the Corporation and its sole 
stockholder and Amoskeag Company. 

FURTHER RESOLVED, that the proper officers of the 
Corporation be, and each hereby is, authorized to 
execute an agreement of sale subject to the terms 
and conditions as such officer in his sole discre¬ 
tion with the advice of counsel may determine and 
any amendments, modifications and supplements there¬ 
to. 

FURTHER RESOLVED, that all actions and doings of 
the officers, employees and agent6 of the Corporation 
or any of them in connection with the proposed 
6ale by the Corporation of said capital stock of 
Bangor and Aroostook Railroad Company to Amoskeag 
Company be, and they hereby are approved, ratified 
and confirmed. 

22. On October 2, 1969, Bangor Punta Operations, Inc. 

("Operations"), the subsidiary of Bangor Punta Corporation which held the 

stock of the railroad, entered into an agreement with Amoskeag Company 

which provided, among other things, that: 

"Operations will on the Closing Date (hereinafter 
defined) (October 2, 1969] sell to you or your nominee 
177,466 shares (the "Stock") of the capital stock of 
Bangor and Aroostook Railroad Company, a Maine corporation. 

The total purchase price to be paid by Amoskeag to Operations 
is $5,000,000 payable by certified or cashier's check." 

By supplemental agreement entered into October 2, 1969, 

it was 

". . . further agreed that if prior to October 2, 1972, 

BAR [Bangor & Aroostook] shall transfer, all of its assets, 
except in a transaction in which neither gain nor loss is 
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recognized for federal Income taxes, Amoskeag shall 
pay to Operations one million five hundred thousand 
dollars ($1,500,000) within 30 day6 after the said 
transfer, sale, or other disposition." 

By a further supplemental agreement entered into October 2, 1969, 

it was 


. . further agreed that Amoskeag will cause 
BAR to pay to Operations t.he net profits received 
by BAR or its assigns from the sale of all or 
any part of Sears Island prior to October 2, 1974, 
less any costs or charges related to such sale. 

Operations shall have the right to veto any sale 
for less than one million dollars ($1,000,000).•’ 

23. On October 3, 1969, Bangor Punta issued the following 

press release: 

FOR IMMEDIATE RELEASE 

BANGOR AND AROOSTOOK RAILROAD ACQUISITION 

BOSTON, MASS. -- October 3, 1969 -- Bangor Punta has sold its 
stock in the Bangor and Aroostook Railroad to The Amoskeag 
Company for $5 million in cash. 

Frederic C. Dumaine, Jr., president of Amoskeag, said that no 
operating changes or changes in management of the road are contem¬ 
plated and that W. Jerome Strout will remain president and chief 
executive officer. 

The Bangor and Aroostook Railroad stock is carried at ap¬ 
proximately $18 million on the books of Bangor Punta Corporation. 
The sale to Amoskeag will result in a non-recurring book loss of 
approximately $13 million, with no tax benefit to the company, 
while part of the $5 million to be received will be subject to 
capital gains taxes. 

David W. Wallace, president of BangorPunta, said continued 
operation of the railroad does not fit in with the company's 
growth program. 

The 78-year old railroad, which principally serves agricultural 
and forest industries in northern Maine, has been a subsidiary of 
Bangor Punta Corporation since the merger of Punta Alegre Sugar 
Corporation with Bangor & Aroostook Corporation in 1964. 
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24. A draft press release prepared by the Railroad, was 

revised by Bangor Punta to read, in part, as follows: 

"Boston, Mass., October 2, 1969--Amoskeag and 
Bangor Punta have signed an agreement calling 
for Amoskeag to purchase the Bangor Arostook [sic] 

Railroad for 4,000,000 in cash and assumption 
of the Railroad liabilities. 

* * * 

The Bangor & Arostook [sic] Railroad is 
carried at approximately $18 mil. on the books 
of Bangor Punta Corporation. The sale of the 
Railroad assets will result in a loss for tax 
purposes in a somewhat lower amount than the 
$14 mil. book loss of Bangor Punta." 

This release was not issued since the stock 

rather than the assets was sold. 

25. Bangor Punta, in its preliminary and final registration 
statements and prospectuses, made no reference to a decision to sell 
the railroad. This finding is contested only in the sense that 
Bangor Punta denies there was a decision to sell the Railroad. 

26. ( 3 ) Bangor Punta incurred a $13.8-million book loss 
on the sale of its investment in the Railroad. 

(b) At the end of fiscal 1968, Bangor Punta had Retained 
Earnings of $37.9-million and the book loss incurred due to the sale of 
the Railroad was equivalent to 36.5 percent of such Retained Earnings. 

At the end of fiscal 1969, after taking into consideration all the non¬ 
recurring extraordinary items including the book loss on the sale of the 
Railroad, Bangor Punta's Retained Earnings were $20.5-raillion. 

(c) At the end of fiscal 1968, the Shareholders' Equity 
in Bangor Punta was $113.5-raillion and the book loss incurred due to 





808 A 

-50- 


ttie sale of the Railroad was equivalent to 12 percent of the Shareholders' 
Equity at the end of fiscal 1968. At the end of fiscal 1969, after 
taking into consideration all the non-recurring extraordinary items 
including the book loss incurred on the sale of the Railroad, the Bangor 
Punta Shareholders' Equity was $137,319,906, which amount included 
$41 million increase in capital stock and capital surplus arising 
principally ($38 million) from the excess of fair value over par value 
of securities Issued for companies acquired (9021 shares of $1.25 
convertible preference stock, 867,639 shares of common stock and 
2,141,972 common stock purchase warrants). Virtually all of the above 
$38 million arose in the acquisition of the 50.67. interest in Piper 
Aircraft held at September 30, 1969. 

(d) Bangor Punta's consolidated net income for 
the period commencing with the fiscal year ended September 30, 1964 through 
the fiscal year ended September 30, 1969, was: 


1964 

$3,749,000 

1965 

5,578,000 

1966 

5,569,000 

1967 

5,571,000 

1968 

8,101,000 

Six months ended 
March 31, 1969 

(unaudited) 

5,032,000 

1969 

(8,566,964) 


In fiscal 1969, Bangor Punta's consolidated net income, before non¬ 
recurring extraordinary items including book loss incurred due to 
the sale of the Railroad, was $5,985,067. 




/ 


T 
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27. On May 26, 1969, the SEC commenced an action against 
Bangor Punta and Piper in the United States District Court for the District 
of Columbia, alleging, in substance, that the May 8, 1969 press release 
violated Section 5(c) of the Securities Act of 1933 and Rule 135 thereunder. 
Simultaneously with the filing of this action, Bangor Punta and Piper in 
a written stipulation with the SEC consenting to the entry of a permanent 
injunction stipulated, among other things: 

"3. Defendants Bangor Punta Corporation and 
Piper Aircraft Corporation, without 
admitting the allegations in said com¬ 
plaint and alleging that any acts on its 
part were not done with the intent to 
violate any provision of law, hereby 
consent to the entry of a Final Judgment 
of Permanent Injunction conformable to 
the demands of the complaint herein. 

4. This stipulation and consent is for the 
purpose of the pending action, and the 
pending action only, and does not 
constitute an admission by the Defendants 
for any other purpose and may not be used 
against the Defendants or others in any 
other proceeding." 

The permanent injunction, filed on May 26, 1969, ordered, 
among other things: 

"that defendant, Bangor Punta Corporation, file within 
10 days from the date this order is entered or at such 
other time as the parties herein may agree to with the approval 
of this Court, a registration statement with the Comnission 
covering the securities described in the May 8, 1969 statement 
quoted in paragraph 10 of the complaint filed in this matter, 
a copy of which is annexed hereto. Should said defendant elect 
not to file a registration statement within the time so specified 
by the Court, defendant, Bangor Punta Corporation, is ORDERED 
to issue a statement stating that the offering described in 
the May 8th statement has been discontinued or will not be 
made." 

* * * 


r 




810 A 

-52- 


"that said defendants cannot announce or 
implement any exchange offer unless and 
until such announcement of said exchange 
offer and the exchange offer comply with 
the registration provisions of the Federal 
securities laws." 


■u 
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The following pages 811A to 1101A are the agreed 
findings of fact stipulated to by the parties in 
Bangor Punta v. Chris-Craft . docket No. 72-1120. 
These findings were submitted to the trial court 
as Exhibits AG, AN, AO and BG; for the convenience 
this Court they are set out here in numerical 


order. 




T *^» *»r4 
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[Proposed by Bangor Punta and Piper] 

332, On October 30, 1968, Chris-Craft filed 
with the SEC a registration statement, including a preliminary 
prospectus, for an offering to its stockholders and certain of 
its executives of transferable rights to subscribe for up to 
$26,000,000 principal amount of convertible subordinated 
debertures, due 1989 ("the 6% convertible debentures"). This 
registration statement, including a final prospectus, became 
effective on December 10, 1968. The rights offering expired 
on December 24, 1968. 

The December 10, 1968 prospectus was supplemented 
on December 30, 1968 as follows: 


Chris-Craft Industries, Inc. 

Supplement to Prospectus dated December 10, 1968 

Of the $21223200 principal amount of 6% Convertible Subordinate,l Debentures Due 1QS9 offered 
for subscription, $20290,000 aggregate principal amour.: was subscribeit for by holders of Subscription 
Warrants, and the remaining $833200 principal amount is to be purchased by the Underwriters as set 
forth in the Prospectus. 

The Representatives of the Underwriters have advised the Company that, during the subscription period, 
the Underwriters (and the Representatives on their behu!>) did not purchase or exercise any Subscription 
U'arrcr.ts and did not purchase any Debentures. Such Representatives have further advised the Company 
that $ S33 200 principal amount of the Debentures is being offered to the public at a price or prices 
determined as set forth cr. the cover page of the Prospectus. 

. i 

December 30, 1963. 


V 
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2 . 

No other supplement was made. 

On or before December 31, 1968, Chris-Craft received 
payment for the debentures from Its executives, the holders of 
the transferrable rights, and the underwriters. 

This December 10 prospectus, as supplemented, stated 

at p. 2: 


Until January 19, 1969, all dealers effecting transactions in the registered securities, whether 
or not participating a thi- distribution, may be rcq.u.td to dc'.vcr a prospectus, This is in 
addition to the obligation cf dc.-iers to deliver a prospectus .vhen acting as underwriters and 
with re. neci to their u-..old allotments cr subscriptions. % 


Chris-Craft made no application to the SEC to 
shorten the period cf time during which prospectuses may 
be required to be delivered. 
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[Proposed by Bangor Punta and Piper] 

354. Chris-Craft made its first purchase of 
Piper stock on December 30, 1968. Proceeds of the sale of 
the 67. convertible debentures were among the funds ultimately 
used by Chris-Craft to acquire Piper stock. 
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p 



[Proposed by Bangor Punta and Piper J .. •' 

» , • •_ • 

355, Fund available and cash flow statements, • 
annexed hereto, prepared on January 24, 1969 by Winslow Maxwell * 
(the Chris-Craft Controller) with regard to the cash tender v • 
offer show that as of December 29, 1968, Chris-Craft had cash • ' 


available of $4,3G0,CG0 from sources other than the debenture 


proceeds, and $25,409,000 from the debenture proceeds. By 
January 19, 1969, Chris-Craft had spent $5,295,821.03 of the ; 
ca^h available for market purchases of Piper stock and $1,400,000 
for the purchare of stock of Hemisphere Hotels Corp. (formerly 
C.G. Fisher Corn.) By or before January 24, Chris-Craft had 
spent or allocated for purposes otheu than the purchase of Piper 
stock an additional $2,600,000 of the cash available as of 


December 20, including an expenditure of $110,000 for the 
purchase of Argonaut Taiwan Corp., a transfer of $1,500,000 to 
the boat division, and an allocation of $740,000 to dividends 
and long term debt. 
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funds available 

. . (in $000) 


t.’e have on hand In cash and C.D.'a 

Receivables re; Sale of UBS 

(Payoblo) ra; Furcha. >3 of Piper - thru 1/23 
16,200 plus 2.300 on 1/24 

CorsnittKfciit froro p::b 

T'-’Ul Funds Av 1 liable 
Payable re; Tender — 300,000 0 $G6 
Balance Available 


(400) 

( 1 , 200 ) 


$14,000 

1,700 

(1,600) 
10.000 
$24,100 
19,800 
$ 4.300 


Potential Holdings 

Purchased ’.through If22 
Purchased as of 1/24 

Potential from Tender 

Potential from $3 tv niton ?.f *-he balance 
avail .bio ((p v 55) 

Total Potentl. 1 from Funds Anilubl^ 


203,700 
16,200 
_ 2,200 
7 ^ 2,*200 
200,000 
522,200 


568,200 



zLlJa* \ }r U 


• (\ 

N O \ 

t ; ■> 


ONLY COPY AVAILABLE 





SUMMARY OF CASH FLOW 

(in $000) 



Cash 

C.D.*9 

Balance, December 29 . 

Proceeds of Debentures 

All Other 

$2,400 

800 

$23,000 

3,500 

• 

$3,200 

$26,500 

Less: 

Purchases of Stock - 
Piper 

UBS 

Fisher 

Tf.ivan 

Transfer to Eoat Division 

Dividend'!, Ling Terra Debt, <'tc.(->_t) 

$11,700 

250 

1,400 

110 

1,500 

740 

* 


$15,700 


Ual^t.ee before liquidation 
of C.D.'a 

(12,SCO) 


Liquidation of C D.'c 

14 5QQ 

(14.500) 

Balance, January 2+ 

$2,TOO 

$12,CC0 


r>oto: Payable re: IMper Stock $375 
Receivable re: 12,500 UBS $1,720 


W.M. 

1/24/69 
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(Proposed by Bangor Punta and Piper] 


357. Chris-Craft's final prospectus dated 
December 10, 1968, as supplemented, stated at pp. 4-5; 

PURPOSE OF ISSUE 

The maximum net proceeds from the sale of the Debentures offeied hereby, estimated at $25,550,000, 
will be added to the general muds of the Cor pany. The Company’s working capital, including cash and 
equivalents, is in excess of the Company o current operating requirements. 

Siiehi : ;; will be ' alible for use in connection with further acquisitions and diversification of the 
Company s business 1 lie Company Ins been investigating and expects to continue to imestigate possible 
acquisitions of bu-m-s cr furnishing products or services in the area of recreation and leisure time activities 
or oi c-ihcr hu- o iiOS w.iieli. in the judgment of management, both can be acquired on a favorable basis 
and nre m utable, or cm be profitably developed by the Company. There are. at the present time, no 
un ei -tan ... -*-,r r -.nU (e.»cept -'s described in ‘Business and Property—Recent Developments”) 

with respect to any proposed acquisitions and the Company can give no assurances that .ny such acquisi¬ 
tions mil be effected. Ac mictions may result from mergers and pt-c hases cr exchanges ot securities or 
aiSCl “ nH ; ri,riy fr ' m negotiated cr market purchases cr tenders of securities of other rom- 

papic, all o- pa-t ot which securities may, under certain circum ta- ces. be .old by the Company. The 
Company in :n time to time has had preliminary negotiation-, with certain ccrrpanie* in the motion 
picture industry and, in connection therewith, has acquired, and in seme cases continues to own shares 
of ti e capita! stuck of such compares. However, no final arran-ements have tesulted from anv of such 
preliminary negotiations, z.A no a^urauces can be given that any negotiations wiU be reamed, con¬ 
tinued or initiated or tb t anv final arrangements will result. 

Add’-tt-naMy, under co-doions not now determinable, r art ui :hc prxeed: r>-v v-n’ied for 
expansion °f the Company's facilities and operations, eithe- d- : n „ r turovgl subsidiaries, and in 
making adjustments m t!ie capital structure of the Company, which may en*ml t - repurchase or re-'emD- 
tion of certain of the Company’s securities. ^ * 


! ? .irf s-Cr? ft's prelf mf n.jry pro.-pec* - a-i r 


:jc i 


30, 1968 corn i. tpd suhstAPt Lrtl ly t.hp sjme v 


f » 

C* . <4- J 


OT!’.Y COPY AVAILABLE 
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[Proposed by Bangor Punta and Piper] 

359. The prospectuses made no statement with 
respect to Piper. 
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January XI, 1971 

[Proposed by Bangor Punta and Piper] 

361 A. As of October 22, 1968, Chris-Craft had 
outstanding $19,000,000 of 5-3/4% Notes ("Notes"), held by: 

American National Insurance Co. 

Connecticut General Life Insurance Co. 

The Ford Foundation 
L.Vwjto’’*, Mutual, Inc. 

Invertors Selective Fund, Inc. 

M^asachusatts Mutual Life Irsaranca Co. 

Investors Mutual, Inc. and Investors Selective 
Fund, Inc. art- both managed by Investors Diversified Services 
("IDS"). 



January 22, 1971 
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[Proposed L>y Bangor Punta and Piper] 


362, By two letters dated October 22, 1968, 
Chris-Craft requested the holders of the Notes to agree to 
certain amendments. 
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[Proposed by Bangor Punta and Piper] 

363, By letters dated November 7, 1968 the 
holders of the Notes agreed to certain amendments and con 
sented to other modifications of the terms of the Notes, 



January 22, 1971 
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[Proposed by Bangor Punta and PiperJ 

365. William Beardsley (a resident of Minnesota) 
from May 1968 through at least the spring of 1969 had the re¬ 
sponsibility of supervising IDS’s Selective and Mutual fund's 
investments in Chris-Craft's Notes. His written recommendation 
that the IDS Executive Committee approve the amendments and con. 
seats requested by Cnris-Ciart in the fall of 1968 states: 


The first three r.odific 

arranging financing fer 
fication Is a concessio 
th; issue from 8.25 yen 
low ratQ compared to pr 


atiens will permit the Company core flexibility in .• 

managements 1 acquisition program. The fourth modi- 
n th '- lenders .which will reduce the average life of 
re to 5.75 years which is desirable considering tha 
osent investment opportunities. 


He testified at deposition 

gotiated the amendments and consents 

/ 

"probably Mr. [Leonard] Gordon or a 
[ft Company Incorporated] . . . 


, p.ZZ', that he had ne- 

, on behalf of IDS, v;ith 
representative of Shields 


"I don’t r?c-]1 the specifics, except that 
the company [Chris-Craft] had in mind expanding 
through acquisition and these three covenants 
were cumbersome to them in that regard." 
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fProposed by Bangor Punta and Piper] 

367. Beginning in the early 1960's the 
Philadelphia National Bank ("PNB") provided banking services 
to Baldwin-Montrose Chemical Co. and its predecessors. Herbert 
Siegel was the chief executive officer of these corporations. 
Mr. Siegel testified at deposition, at p. 270, that he con¬ 
siders G. M. Daurens, Jr., President and Chief Executive 
Officer of PNB, an "old friend." Robert H. Potts, the Execu¬ 
tive Vice President of the PNB (a Pennsylvania resident), 
testified at deposition, at p. 4, that he first met Mr. Siegel 
in 1958 or 1959, in his capacity as an officer of the PNB. 

Mr. Siegel testified at deposition, at p. 266, "I have a long, 
long history with that bank and we deal on a phone call." 
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[Proposed by Bangor Punta and Piper] 

368. In the fall of 1968, Chris-Craft asked 
?NB for a revolving line of credit for general corporate pur¬ 
poses of up to $15,000,000. PNB made a loan of $15,000,000 to 
Chris-Craft on February 3, 1969. The entire proceeds thereof 
were among the funds used to pay for Piper shares received by 

Chris-CrcfL o n . i* r - c Q sh tender offer, which closed on February 

3, 1969. 



January 28, 1971 
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[Proposed by Bangor Punta and Piper] 

369, Mr, Potts testified at deposition, at pp. 32-33 

and 35-36, 

. * ** J ,• *•*' " ** 

4 • 

Q. Mr, Potts, when was the fir3t discussion that you had 
with Mr, Siegel or else a t Chrls-Craffc concerning the 

lo?n which was in fact made approximately February 3, 1969? 

A. Snbjoct to being corrected by memorandums, I would 
sL'y November or December of 1958. 

Q. I seo. Do you. recall how you became aware that Chris- 

Craft was interested in malting a loan? 

I recall how X became aware? 

Q. Tes. 

4 

A. Word of mouth. 

Q. Who would have told you about this? Mr. Siegel? 

A. Yes. 

Q. Do you recall what Mr. Siegel said to you about this 

loan? 

A. Not specifically. 

1)0 ” ou reoa H that he mentioned the amount, $15,000,000? 
A. X don’t mean to be flippant. He would have had to in 

order for U3 to arrive at that figure. 

Q. Presumably at sometime or another the $15,000,000 was 

discussed? 




A. Yea. 827 A 

Q. —3 Xv your recollection that $15,000,000 was discussed 

at the very first conversation about this loan? 

A. No, It la not my recollection. I couldn’t say one 

* 

* 

way or another, . 

It seeira to me that that may not have been the . 
amount Initially diecussed. 

Did Mr. Siegel tell you what he needed the money for? 

A. Of course. 

Q, What did he n^ad It for? 

A* He needed J.fc for the purcha.se of Piper stock. 

Q. I cso. 

A. The word "need" there has a double entendre as far as 

I am concerned. He requested It for that. 

« 

Q. He requested It. I see. 

* * ★ 

• • • 

Mr. Potts, did t.iere cctthi q time wh**n you became aware 
of Chris-Craft r a Interest In Piper Aircraft Corporation? 

A. Yes, sir. 

Q. Approximately when would that be‘; do you recall? 

A, I believe I may have Indicated earlier either November 

or December of 1?68, 

Q. How did you become aware of Chrls-Craft»s interest? 

A. Herbert Siegel would have told me or Fred Miller. 

Q - I see. Do you recall what Mr. Siegel told you about 

Piper? 
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A, 


Oh, I think ho would hava told r.j 


this would be a desirable 


acquisition fcr 


that he thought that 
Chria-Craft In Its 


plana to move into the leiaure time field. 
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[Proposed by Bangor Punta and Piper] 


371, At all relevant times the maximum 
loan authority of the PNB, independent of other parti* 
cipants, was $12,000,000 on one loan. Chase Manhattan 
Bank ("Chase") and Marine Midland Grace Trust Co. of 
New York ("Marine Midland") participated, to the extent 
of $5,000,000 each, in the $15,000,000 loan made to 
Chris *C’•aft. Mr. Potts, when asked at deposition approxi¬ 
mately when PNB had arranged for such participation, tes¬ 
tified, at p.39. 


[ G -0(1 


.! 


Do yea 


j I*’ \ C € cj 

•c-:i«*.£..• wh .»n I-.-.*. i.iUlsi- 'ion¬ 


ised Oh. 


J. 'i: 


ui <:.? i Doc s::'. :• c.n Jamur 


Dn«". rc- 


01 


"L 
.« • 


Mr. Potts further test<fi.tu at deposit * nr.. at 



pp. 40-41, 
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Q. V..d Mr. Miller tell the Chase vrhat the purpose of this 

loan wa 3 to be? 

A. Yea, sir. 

Q» would he have a aid that the purpose was to bev 

A. Lfi would huve a«id that the purpose ia to acquire 

»tock ui 

I “ c -* 1:-:d a n..1. J.ar cr-.. rsution .:ith 

the Marine ru.di^;.».i 

A« * 03 , k* v<wj\ci have. 

* <>”w have rr.rc at apr.ro rinvately the same time? 

A* fl'.'j V.; ':y vc;j-.‘. 

Ul ' ‘ r - r “ In L‘ tt'.i&bor of 1 o’3 or Jar.’^py 

o* ’6»? 



POPY A'-'AM A PI P 

V. V. I I * '. V ll 1 L«/ >L< m. 
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[Proposed by Bangor Punta and Piperl 
372. Mr. Potts testified ct deposition, at 

pp. 45-50, 


3. Were there any dloouaaiona within your organisation, 

!ir. Pott *. conc:*;iins loan about having Chri 3 -Craft main¬ 
tain any owspe.;. sting .* 


a. :* b..*-*-u» chiia-c. -.it, aii.c 

> a.*..«h ii "’ 1 ,c * h vt ' 


co our ro¬ 
ot r c;:iri:n fair 


•..wtio-r.-a.a.. - 


by mr. ? \:jzrz£i 

Q \r-j- eo y_v. L/„ :•-* ir», :&>. 

A Tltf.r. T, o *7.d :•»>: as* •'* • .:*ja rodr* the c, ar ' no .at. J.rr 

- • 1 .’/ v if.r/: bank gar.- 


•ill' *^3 • *• A. 

" ;od*y„ 

Q Y., ■, 


M , v m?Y AVMLA 3 LE 

OMl.^ 


A 




- : -.r:\ud i; : • 

•ffcich to aid be &n racn*; sat tv:?,-,. ;a . 

percent oi tbo xins, ord v-ntn 20 per tvo olur- 
the amount out a trains. 


L* alanr . ; 
•hi be : : 

:i.rcent cn 
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i '' 12 ally is cJLl over the lot, tut 1 would 
in this instance anything which was within tho area of being 

15 percent of a ec-rnitsant or 20 percent of c’it.standings 5.3 

fair. 

Q I see. 

A If iot desirable. 

Q I see. 

\fne.t wouia yer. consider desirable, Just by 

of a gauge? 

A I ::ould con ider d-ci*. able a sit", at ion where the dt.nosiro 
today exceed the !*• cn , 

Q I ~'*n nr-**?;...... . . 

A I aj» not trying to i v. : :±p 4 kx. • y r •• • 

more serious. 

Q No. r.c. I ■rnc-*. 


u you ;*• o.-ia-Crift taunt ainod deposits 

at Chase d'r*t*-** t •*■•■•** *•* 

. vh ‘- :.r.-.iitutri? 

A Yes, tiv- dud. 

Q Do you , . .• V - V 4 . 

.. • ' r -'J !’ nn«. i-ii’i-- 

drying shla ~ ..-vied? 

A I dc nor. belie-, t <t?.d . 

Q Did either of thrn, b.uil:s - :cucc — , 

to maintain a ^ayoiKv.*wln 3 talar..-*s there y 
A 1 don't !:nw about f;fcasc. This irac a/rnigol fer 

Kari “ “* “• oMLV COPV AVAUA 3 LE 


'I 
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’that do yov. nes.n 'ey .that, !£». Potto? 

I neon that vs increased the ssiounts that v;e veers carrylr. 
with Marino. 


I see. 


And tenon ysw tallc at out 10 pc roc nt or L : o por- 


ant o** the ;.h*n in coirv.ction *.;Aih this lorn, do yov. r.ean 
0 percent or ~our participation or 10 percent cf total losnc? 
Oca* pc- ...—Apacic... 

I ->3^. 

B’-tt 1c : vw oualil*** t;-is. Ii* : ou loo.’.: u’C the entire 


• - ' • * • ^ - 


n r ' ^ • ■* »•• 

a - 


.11 he th:l»:I:inR 


n h' r .a o ' 1 ;-.j per ten; ' . a rulde. 


i t. 


Bu* you han no foi-mal arranryccienfcn with Chrlo- 


Civi't '.• 


. i — k* •• 


Vr- 


. - - • - , 1 • t 


r.r lX that cii 


.' i • ■ o 


• *• pi*— •. • ’^ *-'*••*.■;* 'v** . * \ j ' , 


.* .-. W J 1 


n -ho’. 


\ • * « *• / »’!• . 


: 2C, 


O.L i• - vc. ^ v. 


:\7 ' .c • r 


V . ^ -1 

«4 . f ■ 


invor.t it in re 


A Yo:%. 


lor; /.'’ilporv 


... ,wr. if rp' ^ 

z^k. / rrv V /\ !i ■' • ••- 
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Q D\vr ii:s this period llov'.nber, December, January that 

s.v 3 d.'Ls cussing.. did Chriq-Craft hr,ro bny securities on 
deposit in the bank? 

A X believe u; have, that ue are holding sci;o debentures 
for them. 

Q The time period I a?a talking about ia the time that you 
were considering the loan. 

A That 1 s right. Did X knot; at bn at .time? 

Q Yeo. 

A ’ia. he more syeej.bio ,• uh&t kind 01 securities? 

Q Cc:..ii.nn storks, gc/p-r: nr/mt securities. 


A 


l ‘ f \t t v. * , ' • • p N •. 


, TiO. 


that ttheir ones is 


fui: a 3 non id h .•;.*& o: an 3 v. crrtiitv,. t ;.3 of d: cult and those 


seen ...rj.es 
ca-d 
Q Vcv. •• 


t-r»-' yon r-*'e sc* nl rub !:■■.;'ins i.cv'.-V,. have fcon;i 


hr'/ , . oi daps sit? 


•".'V i 


'** ' ’r.‘ 


2 c.; 


• /..• •f'i, it')' 


Q 

A 


hr. raise: 


.. V V V r-C 
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[Proposed by Bangor Punta and Piper] 

373, Chris-Craft's December 10, 1968 prospectus 
ar. supplemented, states with respect to the 5-3/47. Notes at pp. 
5, 17-18, 24, 32, 4l and 45: 


CAPITALIZATION 

The capitalization of the Company as of October 22, 1968, and as adjusted to give effect to the 
issuance of the Debentures, is as follows: 


Authorized Outstanding Outstanding 

Long-Term Debt—includes amounts due within 
one year(l): 

5 )i7o Promissory Notes due 1968-1979 . $19,000,000 $19,000,000 $19,000,000 


* * * 
• « • 


(1) See Note (S) to "Notes to Consolidated Financial Statements" of the Company for further details 
respect to the Deb^res^ncred" hereby'''' ““ ‘' DeSCripti ° n ° f Dtbentur «” *° r “eU.ls 


with 

with 


★ * * 
• • « 


The Note Purchase Agreements, dated December 20, 1965, as amended ("Note Agreements”), pur¬ 
suant to which the Company's 5 -/tfo Promissory Notes ("Notes”) were issued, provide, among other 
things, that the Company must offer to apply the proceeds of any sale of all or a substantial part of 
tins consolidated assets of the Company and its consolidated subsidiaries (other than sales of securities 
ot other companies) to the prepayment of the Notes. The Note Agreements, as amended, also contain 
restrictions on the issue of senior and subordinated funded indebtedness by the Company. Aftei givi’>,- ^ 
effect to the issue of the Debentures and based upon the Company’s financial statements as of Augi.i*— 
31, 1968, the Company will not be able to issue any additional such indebtedness without the consent 
of the holders of the Notes. See Note (5) to "Notes to Consolidated Financial Statements" of the 

Company for further details with respect to the aforementioned Note Agreements and Notes. This 
summary of certain of the provisions of the Note Agreements and Notes is qualified by the complete 
provisions which are set forth in the Note Agreements and Notes, copies of which are filed as exhibits 
to the Registration Statement of which this Prospectus is a part. 


* * * 







836 A 


T T i e k ?! bcntUr " WiU be subordin£ “cd as to principal (and premium, if any) and 
nrem!, f Sen, °!; Indebtedness ' The term Senior Indebtedness is defined to mean the principal of and 
P m, 1 any, and interest on, (a) Indebtedness for money borrowed in respect of which the Company 

’ ' ° r n0t 0Utstandin S on the date of execution of the Indenture or thereafj 

LTSTI t° r aSSUm ^ ’ in g the Company ' S 5H ? 0 Prom > ss °ry Notes, due 1979 (as amended) 

Tx) the Indent’ rdundin S s of any such Indebtedness, but shall not include 

( ) the Indebtedness evidenced by the Company’s 7% Subordinated Debentures, (y) the Debenture or 

IniS / nd tCd ^ S u thC Cornpany if by the terms of the instrument creating or evidencing such 

‘ '"r , T T h r, In u ebtedneSS " n0t $Uperi0r in r * ht of paymen ‘ to the Debentures 

e Indenture will provide that the Debentures are not superior in right of payment to the Indebtedness 

evidenced by the Company s 7% Subordinated Debentures. (Section 1 01 and Article Three) 

Upon any payment or distribution of assets of the Company of any kind or character, whether in 
cash property or secunt.es, to creditors in connection with any dissolution, winding up, total or partial 
n full Tn" or reorganization of the Company, Senior Indebtedness shall be first entitled to receive payment 

orincLl nf f a" r the Debcntures sha11 be entitled to receive payment upoTthe 

principal of (and premium, if any) or interest on the Debentures. The Company shall not make any 

payment on account of principal, premium, if any, sinking fund or interest on the Debentures unless 
full payment of amounts then due for principal, premium, if any, sinking funds and interest on all 
Senior Indebtedness shall have been made or duly provided for in cash: and the Company shall no 
make any payment on account of principal of the Debentures if at the time of such payment or imme- 
diateb after giving effect thereto, there shall have occurred and be unremedied any default, condition 

the holder hll ” ^ ” ' a, ’ Se ° f t,me> ° r l ’ 0th ’ permits under Senior Indebtedness 

the holder o. holders or any trustee thereof to declare such Senior Indebtedness due and payable prior 

If he n ' lh f ° re “ oin ^ P IOV >sions will not affect the relative rights of the holders 

of the Debentures and creditors of the Company other than holders of Senior Indebtedness. By reason 

IndebtednesTo^theD O ’ 7*“*°" ° f the who are not ho,d ers of Senior 

ebte aess o. ot the Debenture, may recover less, ratably, than holders of Senior Indebtedness and 

may recover more, ratably, than the holders of the Debentures (Article Three and Section 6M) 


* * * 


Dividend and Ollier Restrictions 

Certain del* instrument- at the Company contain r esuiction:> jpon dh lend payments and the 
purchase and redemption of capital s;oc< n addition to thos» contained in the Indenture under which 
the D< .dentures arc issued. Under the most restr'etna o i lhc-e : n'.t:uments, the Note Pur hase Agree¬ 
ments dated December 20, 1%5 governing the Company’s 5?4% Promissory Notes, I;2,70o,000 of the 
Company's consolidated net earnings were available for dividend pavments and purchase and redemption 
of capital stock as of August 31, 1968. 

* * * 

OIIRIS-CR AFT INDUSTRIES, INC. 

AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET—AUGUST 31 1968 (Note I) 

* * * 


Long-Term Debt (Notes 5 and 6): 

promissory notes. 


$ 17,900,000 


* * * 




837 A 


* * * 


(5) Long-Term Debt and Restrictions: 


r* «•****•,«*» •» ~w™ m. .1 

- -- 

ss2rsrsr;.rL jars s isj^r^ssr. t - ^■ 

- - »w» *£s — &-zisrsv 

^HF'^ 8Tr ^ 


No other statements were made with respect to the 


Notes. 
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January 11, 1971 

(Proposed by Bangor Punta end Piperl 

374. Chris-Craft's Decemoer 10, 1968 prospectus, 
as supplemented, makes no reference to Chris-Craft's discussions 
with PNB in November or December, 1968, about the possibility 
of borrowing funds, or to the fact that Potts had given some 
indication of favorable consideration. 
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December 17, 1970 


[Proposed by Bangor Punta and Piper] 

376. Mitchell Hutchins 6i Co., Inc., (Mitchell 
Hutchins) is a member of the New York Stock Exchange and 
a registered broker-dealer with offices in New York and 
Chicago. Mitchell Hutchins has a reputation of dealing 
primarily with institutional investors. Some of the 
institutions with which it dealt were Supervised Investors 
Services, Inc. (the investment adviser of Technology Fund, 
Inc.); Kevstone Custodian Services (the investment adviser 
of the Kevstonu funds); Madison Fund, Inc,; J. M. Hartwell 
& Co., Inc,, an investment adviser and manager of a number 
of institutional accounts, including several offshore hedge 
funds; and Investors Diversified Services, trie manager of 
several large mutual funds, two of which hf-ld a total of 
$5,000,000 principal amount of Chris-Craft's Notes referred 
to in Finding If 1A through 366. 


I 
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January 19, 1971 


[Proposed by Bangor Punta and Piper] 

377. Roger Spencer (an Illinois resident), 
a financial analyst, is a vice-president of Mitchell Hutchins. 
He testified at deposition, at pp. 5-8, 32-33 and 51, 


q VJhen did you first .take a more than'passing 

‘nterest -- v/neu diu you first start to concentrate 
n Chris-Crafwi 

.. It wcila be either December of '67 or early 

January of '66. 

• • • 

* * * 


Q 


r:.u you f;v,r meet any of the officers of 


i ^ ^, a* ^ . 

• J. L . 


Y£3, S —. 


*■-**. Herbert Siegel? 


4 * wc ~ 11 when vau fir;-. nt Mr. sit-gel 
It v; - •' lT “ ,v December cf H 7 • Jonua 


f v • 


i-k-J. 


..nat was uc occasion of tiv meeting? 


ONLY COPY AVAILABLE 
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, '< 

A I was In New York on company business end I set 
up an appointment to go in and see him. 

q \Jhat was the purpose of setting up an 

appointment? 

A I Just wished to talk to the management about the 
company. 

Q In other words, you were making — 

A An analytic -- 

Q Investigation of Chris-Craft? 

I 

A Yes, sir. 

C, And y^x then went end saw Mr. biegel? 


Yes. 


r . Trail gnu tell us approximately how many 
times you fci'uu. met with Hr. Siegel or you spoKe with 


Mr. Sir gel Jt.i 




A 


y<- £■ 

I - 


7 woullr’r ' -OW what n^mbCi to use. 

Q V'rii, would it be one* • r.ontn? | 

I 

I • rot' ;• uv him four or fiv«. tir.r ? during tne | 

tel'. ■: o hi:i on tne phone or ether occasions, b mi 


- r t ivj number. 


.'oil', you have spo Iztn t~ .im nc 
more often then % ou spoke to nisi i:. pi rsou? 

A Yr.s. Yes. 


r leoho.ie 


ONLY COPY AVAILABLE 
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- 4 - Bflmn 


A 

Again, I believe I net him on that first meeting. 

\ 



Q Do you recall how many times you met with 


Mr. 

Rochlis in person during 1 ^ 63 ? 


A 

Less than Hr. Gordon. 

! 


Q What about telephone conversations with 

i 

Mr. 

1 

Rochlis? 

1 


A 

1 

Less than Mr. Gordon. . 



Q The o th^r gentlemen you mentioned, you met 


thun at the ennuai shareholders meeting, is that correct? 


A 

Right. • ' 



Prior to your initial conoast with Chris-Craft 


in 

• r "— --.bt ■’ x-;- i or early I$j63, whenever it was? 


d i 

Y' . 



Die you ever have any Cut/ business relation- 


oi.l 

? sr brainc's contacts either v.il . Oris-C or 

i 

- 

* •» 

• - • 

- ** y *- • vu ; * uO.• i »SL .* ; 

1 

i 

■ 

1 


1 -i you *.aa a^y l:c lings 

i 


'' '**’ • ! -'".c.-iona.. ,.uy? 


i 

v * % 



ONLY COPY AVAILABLE 
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7T 


- 5 - 

# 

Q Aside from those three occasions, would you 
recall speakinc to Mr. Sie G el in the month of January? 


Yes. 


Q Would it be more than once? 


Yes. 


Would it have been daily? 


★ * * 

_ ~ «» . 

Q tne end cf ..the cash tender offer, 

•«*iic.i »ao, i v.il^ve, ; Lv 'r,ry 3rd or ^th of 1969 , cr.M 
the a r.o cf the of the registration statement, v;ni n 

’ &s the rrd o*’ 7 b-u:ry of lf-o9> to ycu recall how 

oft-.n you nad conversations with Mr. i'U ;el? 

*% 

A I do- 1 1 .■ r, how often. 1 i V r • *- 

• it-'- 'luring th; * o. rioi.. 


f'.esli the .rower-ai* .r-e 

.on -..T's . l-'a’/i .f .;;ct'j -j-t.., - 


nor xb f..s’v.bic sosi.'vsfs end 


-~.ri G : - .:c r o* 


corporation cc..in r along. 


ONLY COPY AVAILABLE 


analyst 


ic 







January 19, 1971 


845 A 


[Proposed by Bangor Punta and Piper] 


378. Mr. Spencer testified at deposition. 


at pp, 49-50, 


BY MR. RYA Hi 


Q Mr. Spencer, between December 1, 1968 and 
August 4, 1969, do you recall v/hetner you recomended -to' 
any institution the purchase of Chris-Craft shares? 


Yes. 


Q Could you tell us what institutions you made 
sucn recoanenuations to, and if you know, whether such 
institutions in feet bought Chris-cralt securities? 

*' ::w lo the best of your recollection. 

I' 0 - ; ' 3 ’ D ''St 01 ' your recollection. 

VmA * I Just want to note ray objection 

wrUiSC scions or. the purchases o£ Chris-Craft. 

A tills was 1\ccir.bcr of 1908 -- 

8 Yes, until ,u; rust 4, 19 ^. 9 . 


ONLY COPY AVAILABLE 


/ 
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A Yes, I had recommended Chris-Crai*t to e number 
of institutions. 

o Do you recall the names of some of those that 
you did and whether they in fact bought Chris-Craft 
shares as per your recommendation? 

A Technology Funds, IDE. 

MR. SCIIL03SER: Are you testifying that you 

know they bougnt? 

THE WITLESS: Yes. 

MR, CROWELL: You recommenced this to these 
firms and tney bought it? 

THY WITHERJ: Yes. 

A 131, Kc’.vton Fund, Commonwealth Edison Pension Fund. 
I believe the First Wisconsin Bank and Trust Company 
uougnf r* omall sr.ount. 

Thus' r.re tne ones ths- I recall. There may 
■luv cesn m..ne. 

Chris-Craft stock appears on a l’*st headed ,f Best 
Stock Ideas-Roger W. Spencer" dated on or about November 
11, 1968 and sent to Hartwell. 


ONLY COPY 


AVAILABLE 
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(Proposed by Bangor Punta and Piper] 

379. Mr. Siegel testified at deposition, at 

P. 70, •" r •; /. 

. « * . * » * 

4 . , V *•. ;• ' :* r 

A . v • *4. « 

* , • ^ 

• ' * r ;* ; ’ . 

Q Was there any part.cular reason for ealUng Mitchell 

Hutchins as opposed to some ocher broker? • ' ' ■ 

A They had taken an active interest in Chris-Crafc 

end had been very good in the way they handled the cransac. . \ 

tio r >9. 

Q Y<VJ aena cbe y h «* MWen an active incereac in Chris.. 

Creft acock? 

A Y'*s, they do have institutional interests*, as X s 
recall. 

C You cay they had been active with institutional 
investors in connection with Chris-Crafc stock? 

A Yes. When X say yes, X assume that is who they 
were buying stock for. Their primary reputation is as an 
institutional firm. 

Q Did they consult with you from time to time about 
Chris-Craft stock? 

A About Chris-Crafc, yes. 

Q Who in that firm consulted with you? Was that 
Mr., Spencer? 

A Yes. 
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Mr. Siegel further testified at deposition, 

at p. 328, 

Q Do you recall, Mr. Siegel, when Chris-Craft 
began using Mitchell, Hutchins as a broker, a securities 
broker, to acquire securities for Chris-Craft? 

A To the best of my knowledge, the first business 
we did with them was December 30, 1968. 

0. How did it come about that you became asso¬ 
ciated with Mitchell, Hutchins? 

A Fcr about a year prior Roger Spencer had been 
interested in Chris-Craft and he had interested funds 
in Chris-^raft. I told him that if we could threw him 

some business, would give him some business around 
that time. 




January 22, 1971 
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[Proposed by Bangor Punta and Piper] 

382. Dean LeBaron (a Massachusetts resident), the 
Manager of the Keystone Growth (K-2) Fund, which held 30,800 
shares of Piper stock in the fall of 1968 and on behalf of 
which sale transactions for such stock were executed on 
January 8, 1969 (as set forth in finding 400) testified at 
deposition, at pp . 7-11, 

Q Mr. Lcuai on, I direct your attention to late 1968 

and early 1969. I ml: you if you recall at that time 
whether the Key atony K II Fund owned any of the 
common •took in I iper Aircraft Corporation? 

A. Yen, it Ud. 

Q Do von i or ±1 api xc ir.ately how much it owned? 

k, Annrox^■'ate"’•' ?9 4 hcucand shares. 

M 

* * * 

Q. jo you "‘'s-It Mv 4 rr any conversations at or about 
this time In 1968, early 1969 with anyme outside 
of Keystone Funds regarding the advisability of selling 
any of your Piper shares? 

A. I recall only one snecific conversation. 





» 
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Q What was that? . . . 

A. Several months prior to the time that the stock was 

sold, one person outside Indicated an Interest In 

buying the K II holdings of Piper if we decided to sell. 
I do not remember any specific reasons given by that 

individual as to whether or not he would recommend It 

should be sold or what the major factors were.' 

Q Who was the individual to whom you are referring? 

A. David Ralff, who was at that time employed by Mitchell 

Hutchins and Company. 

Q, Do you recall approximately when you had this 
conversation with Mr. Ralff? 

A. It would have been several months before the time we 
actually sold 'it. I do not remember exactly. 

Q, Would it have been in the fall cf 1963? 

A. If by Scvoral months bofox-e January takes it to the 
fall, it's tru f j ll, tut In the broadest definition 
of thete~n. I've tr*ed to remember more precisely 
and 7 can't o~o f orruch closer th-n id at. 

Q Do you '"’t-ill h r ■ it c»me about that you had 
conversation • i*.' Mr. Ralff? 

A. No, I do not. 

0. Did he call you? 

A. 


We were speaking together, face-to-face and on the 
phone on a number of matters frequently, no this could 
be in conjunction with other things. It need not 



4 851A 

y 

necessarily have been initiated by him and I do not 


remember that it was initiated by him. 

ft Do you recall *\ore specifically what Mr. Ralff 
said to you? 

A. No, I do not. 

ft Did he say that he was in touch with someone who 
might be interested in purchasing the shares? 

MR. AUSPITZ: Object. He said he doesn't 
recall. 

MR. BARRETT: He didn't state any such thing, 
Mr. Auooitz. 

ft (oy H-. Eo'Tett) x b-lieve you testified earlier 
the person you n^d conversation with, whom you 
subsequentTy identified as Mr. Ralff, that he said 
it was sor.ebody elec who might be interested in your 
shares? 

WITNESS LorAFOII: Could you ’"cad back wnat 
I sa’d before? 

MR. 3A°' , LTT: Off the record. 

(Co^Toouv off the record.) 

(The r’Dcrter read the record as fellows:) 
("Question: I believe you testified earlier the 
person you had conversation with, you subse¬ 
quently identified as Mr. Ralff, that he said 
it was somebody else who might be interested in 
your shares?" 




v 
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_ ..... ■» * 

David Ralff is a broker, and as such it is -unlikely 

that he would be buying the stock for his account or 
for the account for the broker. I do not specifically 
remember that he had a buyer, one would assume, 
given his capacity, that he was in touch with a buyer. 
(By Mr. Barrett) And you did so assume from the 
conversation? 

I do not remember specifically at the time. Now, in 
• econov.r •''■'irg the scattered bits of conversation, 

1 would. 

After your conversation with Mr. Ralff, did you report 
the: substance of your conversation to anyone at 

Keystone? 

No, not to my krowlcdge. 



December 18, 1970 
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[Proposed by Bangor Punta and Piper] 

383. On December 1, 1968, accounts of J.M. 
Hartwell, over which it had sole investment discretion, 
owned at least 24,400 shares of Piper stock, and call op¬ 
tions on an additional 8,000 shares. The majority of such 
accounts were managed by Carleton Burtt at that time. 


I 
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[Proposed by Bangor Punta and Piper] 


384, John Blewer (a New York resident) was 
employed by Hartwell as an investment manager from April 
1, 1968 through Oct. 1969, His handwritten notes, headed 


Chris-Craft 

$40 

Date 

Dec. 6, 1968 

(stock) 

(price) 

Source 

R. Spencer 
of Mitchell H. 



by 

JV7B 

include the 

following: 




"1. A major interest is the President , 
Herb Siegel took over on 12/67. His objective 
is to build a pure leisure-time company. 


"Other lines of interest to Siegel: 
movies, light aircraft, sporting goods. 


"Initial acquisitions will probably be 
for cash; later for stock, if p/e ratio rises." 

These notes were written by Mr. Blewer during or 

shortly after a telephone conversation with Roger Spencer. 

Mr. Blower too! - ; such notes in the ordinary course of his 

business, to keep a record of such conversations for himself 

and for the firm, and part of his business was the keeping of 

such records. 

Mr. Blewer testified at deposition, at pp. 19-22, 
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Q Do you recall Mr. Spencer telling you 
what his sources of information about Chris-Craft 
were? 

A Well, now you mention it, as I recall, he had 
talked to the management. 

Q Do you recall that he mentioned speaking 
to Mr. Siegel? 

A I don't recall. I don't know what my notes say, 
but I don't recall it. I know he talked to somebody 
high in the management. 

Q Do you recall his mentioning what the 
management's plans for Chris-Craft»s future were at 

that time? 



A Yes, I remember the thrust of the conversation-. 

The thrust cf the conversation involved Christ-Craft 
buying other companies and so enhancing their earnings, 
as was the game played at that time. 

Q Do you recall the kinds of comparies that 
Chris-Craft intended to acquire? 

A No, I don't. 

Q Do you recall that Mr. Spencer mentioned 

i 

that Mr. Siegel was interested in leisure-time companies? 
A Yes, I think I do remember that? right. That 
certainly seems familiar enough to me so I can say 
I recall it. 


rr 
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Q Do you recall Mr. Spencer mentioning to 
you that Mr. Siegel had an interest in light aircraft 
companies? 

A I don't specifically remember that. 

Q I direct your attention to the bottom 
part of the memorandum and ask you if that refreshes 
your recollection that Mr. Spencer mentioned that to 
you. 

A Yes, he has mentioned it, because it is my 
handwriting and I certainly didn't get it out of the 
air, 

Q Did Mr. Spencer tell you when the manage¬ 
ment intended to make any of the acquisitions that 
he thought they might be making? 

A Soon, at that time, at the time of the conver¬ 
sation. 

Q Approximately when did the conversation 
take place, Mr. Blower? 

A I don't recall. You will have to toll me. 

Q Referring to your memorandum, which was 
written on December 6, 1968, would it have occurred 
that day or sometime prior to that? 
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A No, that day, and I would have made the notes 

y 

during the phone call. . 

Oh, sometimes, by the way, i would make 
notes during a phone call, and because they are 
illegible, the same day I would rewrite them. 

The purpose of these notes was to keep 
a record for mo and the offico and to circulate them 
to other people if you thought they were of particular 
interest. If you didn't, you would just throw them 
in the files. But in any enso, I wanted them in the 
file. These notes ate no nicely written, it is 
conceivable I would havo rewritten them. 

To Mr. liartwoll'a credit, ho novor 

encouraged us to use secretarial help because we 
would have spent all the time dictating and rereading 
notes. 

Q So, in other words, by referring to Bangor 
Pvnta Exhibit 166 for identification, your conversa¬ 
tion with Mr. Spencer would have taken place on 
December 6, 1068; that is your best recollectic-n? 

A That's right. 

MR. AUSPITZ: I object. 

A I don't have a recollection on the date. I 
will have to take the date from the memorandum as I 


see it 
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° Do you recall Mr. Spencer telling you 

anything about how Chris-Craff- 

13 Craft proposed to go about 

making these acquisitions? 


A Presumably by - yes. I do; by bidding for the 
stock of the companies involved. 



January 19, 1971 
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[Proposed by Bangor Punta and Piper] 

386. John Blever testified at deposition 

pp. 25-29, 

Q Subsequent to the preparation of your 
memorandum, which is Bangor Punta 166 for identifica¬ 
tion, do you recall having any conversations with 

any of your associates at J. M. Hartwell, regarding 
Chris-Craft? 

A I do not specifically recall them. I imagine 
there were some. 

Q Would this have been the sort of informa- 

f 

l<c>\ that you might have brought to the attention 
of the other portfolio managers at the Monday 
meetinos to ••’hich you have referred? 

A I wouldn't have brought it up L.cause X didn't 
like the situation, so I wouldn't have spent my 
time or their time on it that way. But since 
we were talking, as I said, informally durirg the 
week, also, the chances are pretty good I mentioned 
it to one or more managers at one time or another, 
simply to deplore the idea. 
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Q Do you recall having any conversations 
about this information that you had received, with 
Mr. Burtt? 

A No, I don't, except that I was aware, of course, 
that he had Piper stock in his accounts and he kept 
it longer than I had, at least for the most part, 
so as soon as the name Piper came up on anything, I 


always did talk to carbi^And of course we had other 
sources on Piper, other than Spencer, and since 
Carelton Burtt also covered the other light aircraft 
connanies, such as Cessna and Beech, we always 
discussed any investment ideas connected with any 
of that group with him. 

Q Do you recall that Mr. Spencer mentioned 
Piper to you? 

A No. 


i 

! 


I 


I 

I 

i 


i 


I 


Q Mr. Blewer, you mentioned that you always 

! 

discussed information whenever the name Piper came 
up. What did you mean by that statement? 

A If I received any information on Piper from 
any source at all, I would tell Carleton about it. 

i 

Q I refer you once again to Bangor Punta 
166 for identification, and specifically the reference 
to Mr. Siegel's interest in the light aircraft industry. 
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Does that refresh your recollection that 
you might have brought that information to Mr. Burtt'e 
attention? 

A Well, I don't remember whether or not I brought 
it to Carleton's attention, except as I say, the 
whole idea about buying Chris-Craft did not appeal 
to me. The chances are good I did not circulate these 
notes because I don't see other initials in the upper 
left-hand corner of this exhibit, and because this 
was just a small point connected with a larger idea 
about Chris-Craft, you know, it says "light aircraft," 

+ ’ h ’ rd to lact line °n page 1. There is a lot of 
other geo an here. The chances are I didn't think it 
was material, it would have been perhaps smart of 
me to bring it to his attention, but I don't think 

< I was that smart. 

Q Do you know if this ma.torandum, or any 

of the information that was in it, was sent to Mr. 
Campbell? 

A No, I don't. 

the way, let me comment on my own 
comment for a moment. 

Q Certainly. 
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A There are no initials in the upper left-hand 
comer there, so I am assuming it was not circulated 
and probably, almost certainly, the original copy 
was not circulated. 

I probably said, look, this Chris-Craft 
buying idea is a terrible idea, I will just stick 
it in the library. But sometimes, to accelerate th'- 
flow of information, wo would have our secretaries 
Xerox this kind of note and give it to one or two 
people, ■►*:'.Lhar than boring the whole office about 
it, so I must tell you that it is possible that 
the thing was Xeroxed and given to either Campbell, 
Burtt; that might happen. 

Q Do you recall that this was in fact dona 
in thi3 case? 

A No. 

Q Mr. Blewer, you were aware of the fact 
that Mr. Burtt was managing some accounts that held 
stock of Piper, as you have testified? 

A Right. 

Q /uid indeed, you had accounts yourself 
which had stock of Piper at about this time? 

A Or had had, one or the other. 
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Q You were aware that Chris-Craft had an 
interest in light aircraft in accordance with this 
memorandum, and you were also aware that Chris-Craft 
was about to commence an acquisition program? 

A. Yes. 

Q Does that refresh your recollection that 
you might possibly have discussed this with Mr. Burtt 
MR. 7.USPITZ: Objection. 

It really doesn't. No, it does not. 
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[Proposed by Bangor Punta and Piper] 

387. On December 10, three Hartwell 
accounts then managed by Carleton Burtt (Kuvait 
Investment Co., Chapi, S.A., of Antwerp, and First 
Federal Savings and Loan of Miami Employees Retire¬ 
ment Fund) purchased 9,000 shares of Piper. On 
December 20, Park Avenue Funding Co., N.V., an off¬ 
shore hedge fund then managed by Carleton Burtt, 
which owned 8,000 call options on Piper, purchased 
an additional 1,500 call options and sold 2,500 of 
its 8000 shares of Piper stock. Hartwell's record 
of the exercise of these 1,500 call options on 
February 13, 1969, contains the notation "acct. of 
buy in against sale 12/20/68 1500 at 54-1/2." 
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It is stipulated and agreed that words "purchased 
securities" in this and subsequent findings regarding the 
purchase of securities by persons other than Chris-Craft, 
mean that such person instructed a broker to execute a 
purchase transaction, which took place over a stock exchange 
on that date. It is assumed that such transaction was settled 
in the ordinary course of busines unless specified otherwise. 

A more detailed description is used In describing the trans¬ 
actions by wnich Chris-Craft acquired Piper stock because of 
Bangor ^-nta's and iiper's claim regarding Chris-Craft’s 
ownership. 
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[Proposed by Bangor Punta and Piper] 

388, No later than the week of December 16, 


1968, Mr, Siegel advised Roger Spencer that Chris-Craft 
had decided to give some business to Mitchell Hutchins, 
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[Proposed by Bangor Punta and Piper] 

389. The annexed memorandum, dated 
December 23, 1968, was prepared by Mr. Peterson, 
a Mitchell Hutchins officer. Mr. Siegel wanted 
to keep knowledge of Chris-Craft's purchases through 
Mitchell Hutchins limited to as few individuals as 
possible, since knowledge within Mitchell Hutchins 
that Chris-Craft was purchasing a security might 
lead to purchases by others and increase the price 
that Chris-Craft would have to pay. Mitchell Hutchins 
decided the best way to achieve this objective was to 
use a numbered account. Mitchell Hutchins assigned 
Account 100 to Chris-Craft and took the other steps 
referred to in the memorandum in order to keep the 


account sennet. 
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December 23, 1963 


PROM' 


SU3JECX: 


David II. Kelly 
Denia J. Dooley 

diaries T. Peterson 

Confidential Numbered Account diris-Craft Industries 


ren^-d to t^ •° ?•“ y convcrSl ' tion with you last week with 

the lmornation received from Dave Ralff and dob Cooney 
rc^-rean;, subject account. It is my understanding that Rojer ^ 

TV cu to 11 t ‘V 1 *? rin ' ?Jrily rcs !>°nsii>le for handling this account. 

, WlU o° purchaoinj securities of a particular firm 

an wants it known to as few individuals within the firm as possible. 

in recommended to dob Cooney that we open a numbered account 

a to a different R.a. nunbor 

rill W f, d “ '■ I.S.O. It t. ny opinion that this 

firm. A winixiua disclosure of information within the 

u- r n ay ur - f!cc o tr ; nU ini that Royer, Dave or Dob will notify 

u. as soon a w pore mx or nation is available with regard to oocnino 
o* the account and the securities to be purcliased. * 9 


7 
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[Proposed by Bangor Punta and Piper] 

390. Mr. Siegel isked Mitchell Hutchins 
to see what shares of Pi, Available for purchase. 
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[Proposed by Bangor Punta and PiperJ 

391. After the conversation referred to in Finding 
390, Edward Burns and Robert Cooney, employees of Mitchell 
Hutchins, over a period of time, contacted the New York Stock 
Exchange specialist in Piper and institutional holders of 
Piper shares, with whom Mitchell Hutchins had done business. 
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(Proposed by Bangor Punta and Piper] 

392. Mr. Burns (a New York resident) testified 
at deposition, at pp. 6-8, 25, and 31, 


Q When did you first speak to Mr. Siegel, if you 
recall? 

A Excuse me. December 30, 1968. 

* * * 

0. Did you know that Mr. Siegel was interested 
in purchasing Piper shares? 

A /os, i found that out from one of our salesmen. 

Q Who was that? 

A Robert Cconey. 

0 When did Mr. Cooney advise you that Mr. Siegel 
was interested in purchasing or acquiring Piper chares? 

\ I wouldn't -- 

MR. CROV.'iiLL: If you recall. 

A I'd say that I understood Chris-Craft was interested 
around — this has to be approximate — December 23, 1963. 
Q That is vihen you were first informed of this? 
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A Yes. 

Q Your recollection Is you were first Informed 
that Chrls-Craft was interested in acquiring Piper shares 
and it is your recollection that Mr. Cooney was the gentle¬ 
man who first advised you of .this? 

A Yes, 


Q Do you recall what Mr. Cooney said to you 
concerning Chrls-Craft, to the best of your recollection? 

A Approximately, i happened to be on vacation, but I 
conducting trading operations at a distance while I 
vas on vacation, and he happened to call me or I talked with 
him and he Just mentioned the fact that Chris-Craft would 
be interested in seeing any offerings of Piper, 

Q Do you recall anything else Mr. Cooney said 


to you at that time? 

A t'e .lust were trying to think of where we irn.ght 


locate such shares. 

Q Were you discussing people whom you knew or 
Hr. Cjoney knew, that owned Piper shares at that time? 

A Yes. 


0 Did Mr. Cooney indicate to you the purpose of 
Mr. Siegel or Chrls-Craft purchasing Piper chares? 

A Repeat that. 

MR. RYAN: Would you read the question. 

(The reporter read the pending question.) 
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A No. 

Q He said nothing to you about it? 

A No. 

Q Did Hr, Cooney indicate whether any other 
employee of your firm was aware of Chris-Craft' s intention 
or desire to purchase Piper shares? 

A No. •• 

> * * • W * ~ 

Well, after speaking to Mr. Cooney, did you 

remain then on vacation until December 30th or close to it? 

A I came back for Christmas here, and then I was in the 

office the following day. I can't recall, but it was 

°pnro; r irate. It v:a- only a few days that I was on vacation. 

t t * 


A I asked our floor broker to see if there was any 
Piper available. This was before December 30th, by 
a day or so. 

The comment at that time was "No." 

As brokers do, they walk around the floor. 

toy &P 

The specialists grab them and say, "Listen, you can gTTrb 
5,000 shares at 53." 

I simply took that offering and reflected it 


to Mr. Siegel. 
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Q Do you know whether your floor trader asked 
the specialist to search out blocks of Piper stock for him? 
A I believe he did ask him. 

Q Do you know what efforts the specialist made? 

A No, I do not. The only comment I will add was 
that he said, "Stocks should be available after tne 
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[Proposed by Bangor Punta and Plperl 

393. The dally volume of Piper stock on 
the New York Stock Exchange from November 1 through 
December 20, 1968 (See Table of stock prices) was less 
than 2500 shares, except for three days. This could 
be characterized as a th ■> market. The largest dally 
volume in Piper firing that period (11,000) shares) 
occured on December 10, when the Dominick Fund sold 
10,000 shares on the New York Stock Exchange. 9000 
t K ese shares were purchased by accounts managed by J.M. 
Hartwell, as set forth in Bangor Punta Finding 387. 

Muriel Siebert (a New York resident), a 
member of the New York Stock Exchange and a registered 
broker-dealer, testified at deposition, p.20, 


A It is a very thin market. Piper used to trade 
very little on the board. 
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[Proposed by Bangor Punta and Piper] 

394. When asked at deposition about the 
number of shares of Piper he planned to buy, Mr. Siegel 
testified, at pp. 52-53, 

A No, I don‘t think we put a figure one way or 
another. We had a, X think, a limitation with the com¬ 
mittee of six million dollars In any one security. 

And so, my guess would be at that point, certainly 
in buying a few thousand shares, we were not talking about — 
You know,- not knowing, number one, whether the 
stock would come In, and, I might say, that Piper was 
relatively Inactive In trading, and It would certainly not 

give you an Idea that you were going to buy any blocks 
for cash« ~ 
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[Proposed by Bangor Punta and Piper] 

395. On December 30, 1968, Chris-Craft issued 
instructions to Mitchell Hutchins^ which executed orders on 
the New York Stock Exchange for the purchase of 5200 shares of 
Piper for Account 100. This was the first order executed for 
Chris-Craft for the purchase of Piper, and the first transaction 
for Account 100, 5000 of these shares of Piper represent sale 

transactions on the New York Stock Exchange by the specialist 
for its own account. 
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[Proposed by Bangor Punta and Piper] 

396. On January 3, 1969, Chris-Craft issued 
instructions to Mitchell Hutchins, which executed orders on 
the New York Stock Exchange for the purchase of 36,100 shares 
of Piper for Account 100. 34,200 of these shares represented 

sale transactions at $54 executed on the New York Stock Exchange 
on Dohalf of Madison Fund, Inc., by its broker, Muriel Sieberc. 
Ihio constituted Madison Fund's entire position in Piper. 

Madison Fund's records indicate that Muriel Siebert informed it 
th 2 t a buyer for its Fiper shares was available. Madison Fund 
did not inquire who the buyer was. 
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[Proposed by Bangor Punta and Piper] 

397. Madison Fund began purchasing Piper 
on January 30, 1967, and had accumulated 56,800 shares In 
over 50 transactions by April 10, 1968. Between September 26, 
1968 and December 6, 1968 Madison Fund sold 22,600 
shares on the New York Stock Exchange in 12 transactions at 
prices ranging from 52 to 56. After Decern’ ar 6, 1968 through 
January 3, 1969, Madison Fund sold no Piper stock. After 
December 6 through December 23, 1968, an aggregate of 17,600 
shares of Piper were traded on the New York Stock Exchange 
at prices ranging from 5? 1/4 to 55 5/8. In November 1968, 
Madison Fund was willing to sell Piper stock at $52. 





January 21, 1971 


880 A 


[Proposed by Bangor Punta and Piper] 

398. On January 6, Chris-Craft issued instructions 
to Mitchell Hutchins, which executed transactions on the 
New York Stock Exchange for the purchase of 22,000 shares of 
Piper for Account 100. 10,000 of these shares represented sale 

transactions executed on the New York Stock Exchange on behalf 
of The Chemical Bank. by its broker, Muriel Siebert. Chemical 
Bank had been told by its broker that there was a demand for the 
stock and there was probably a buyer on the floor for the shares. 
Of the remaining shares, 10,100 shares represent sale transactions 
on the New York Stock Exchange by the specialist for its own 


account. 
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[Proposed by Bangor Punta and Piper) 

399. On January 7, Chris-Craft issued instructions 
to Mitchell Hutchins, which executed orders on New York Stock 
Exchange for the purchase of 700 shares of Piper for Account 100. 




T 
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[Proposed by Bangor Punta and Piper] 

400. On January 8, Chris-Craft issued 
instructions to Mitchell Hutchins, which executed orders on the 
New York Stock Exchange for the purchase of 30,900 shares of 
Piper for Account 100. All but 200 of such shares represented 
aalo transactions executed on the New York Stock Exchange on behalf 
of Keystone Growth (K-2) Fund by its broker, Muriel Siebert, who 

exocted sale transactions for the K-2 Fund's entire position 
in P'ner on that date. 
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[Proposed by Bangor Punta and Piper] 

401, Dean LeBaron, manager of the K-2 Fund, 
testified at deposition, p. 16, 

a Do you recall having any conversation with anyorie- 
at stone at or about the time you prepared this 
memorandum regarding hov; you would liquidate this 
position? 

A. If I remembered the conversation with Dcve Palff, 

C r ^ -fo its 3$ 2-^3 

at tne time this was done, I probably would have 
conveyed that to the head of the Trading Department 
I do not specifically remember doing so. 
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[Proposed by Bangor Punta and Piper] 

402. The following table shows the trade dates 
of purchases of Piper by Chris-Craft over the New York Stock 
Exchange from December 30, 1968 through January 8, 1969, and 
total trading in Piper over the New York Stock Exchange during 
that period. Purchase transactions executed for Account 100 
on the New York Stock Exchange totalled 94,900 shares of Piper, 
or 944 of the total of 100,800 shares of Piper traded over the 
Ne..’ York Stock Exchange during that period, and 67. of the 
outstanding stock of the company. The closing price of Piper 
Occomber 30, 1968 was 53 5/8. The closing price of Piper 
on January 8, 1969, was 52 1/2. 
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[Proposed by Bangor Punta and Piper] 


TABLE OF NYSE TRADING IN PIPER STOCK 


Trade 

Date 

Total Piper 
Volume 

Volume of 
Chris-Craft 
Transactions 

NYSE 

Prices 

Chris-Craft 
Transaction 
Prices 





High 

Low 

High Low 

Dec. 

27 

300 

-0- 

53 

53 

-0- 

Dec. 

30 

5,700 

5,200 

53 5/8 - 

52 3/8 

53 - 52 1/2 

Dec. 

31 

300 

-0- 

53 1/2 - 

53 1/8 

-0- 

Jan. 

2 

1,100 

-0- 

53 5/8 - 

53 1/8 

-0- 

Jan. 

3 

36.300 

36,100 

54 - 

53 1/8 

54 - 53 1/2 

Jan. 

6 

22,100 

22,000 

54 1/2 - 

54 

54 - 54 

Jan. 

7 

2,500 

700 

53 3/4 - 

53 

53 - 53 

Jan. 

8 

32,500 

30,900 

52 1/2 - 

53 1/2 

52 5/8 - 52 1/2 
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[Proposed by Bangor Punta and Piper] 

404. Regarding Chris-Craft‘s decision to pur¬ 
chase Piper stock, Mr. Siegel testified at deposition at p. 
56: 


Q '..’hen was it, the first tine that you considered 
"*»® hci'.iit ion of ?1 'or* c ctoolc? 

, A Vhen was the i'irr.t tide X cskwidcreu it? 

C Yes. 


A It nlyht have been a day or *wo before, specific- 

4 


[ iL, 4' u»x La# Ck.'PjChvLi, 3oJ 

IV Ol? iiwo he r'n r» .* cnoni f ; r- . 


C 1 ly pj • 'Cr*« 


Q Vac this cn idea that v/ac yours initially or 
’..33 it cussested to you by co-.iebody else? 

^ thin!* I can take the blcnc i>r this. 
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(Proposed by Bangor Punta and Piper] 

405. Mr. Siegel testified at deposition, 
at p. 171,regarding a telephone conversation he had 
with Mr. Rochlis about Chris-Craft*s first purchases: 


A ni-jht h 2 vo been even on tha It r.irht 

fiave boon tloo rjrain^ or the 3<fch. I really don't rc-eaber 
clearly. i-ut it use rl:;ht — tho decision to buy stoclc was 
on the r.srnirvs ci ths first rurcftaco, because -- 
eij!-- that, or alter tin close of the c^rtot tho nlrat 
boic sOf bec?t:;,o it didn't talas r.uc.h convincin'- to rav. 

” ' . «*t i —' o - pit*.. 1.*.»»o ion, to r - 'T vc chcuitl t a lie ? 

little otoa'c ar.ci buy n little rtc- f ‘ in n- 
loo:: at it. 

. i 

be all agreed that the M-,ht oireceft busincao 
wcs cn interc ‘“ 1 ^ v.e toew t,wt reofct of tho board 

xdt ...o car.0 ’ "y, because v.e had fjene tiirorph negotiations 
v;lt.i xcd Lsn 1th a year or co prior to that. 
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[Proposed by Bangor Punta and Piper] 


406. Mr. Siegel testified at deposition con¬ 
cerning the result of Chris-Craft's first purchases at p. 176: 


frankly, I think ve v/ere dl crazed faar heavy 

v - ' —i ^accuse ue had no idea that the 

Fur.it> were ceiling* 

apparently the Punic teow that the earnings 
were net that good. 

a ry.L.or of Tact the opinion later on vas 
th:t the nanr^e^ent hid never hit the projection. dliat 
v;c3 what one or the Fund managers once told no that the 
nsnageoent of Piper had never hit the projection. 


ONLY COPY AVA'l - 
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[Proponed by Bangor Punta and Piper] 

407. Mr. Burns testified at deposition 
that with respect to the purchases of Piper stock re¬ 
ferred to in Findings 396, 398 and 400, he believed 
that such transactions originated with offerings to 
sell the stock from the floor of the New York Stock 
Exchange, which he then relayed to Mr. Siegel. 
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[Proposed by Bangor Punta and Piper] 

408. Mr. Siegel testified at deposition, at 

pp. 286-288, 

Q Do you recall having any discussions with 
anybody at the firn of Mitchell, Hutchins concerning 
Chris-Craft's interest in acquiring Piper securities 
prior to December 30, 1968? 

A No. 

Q Do you recall having any discussions with a 
Kr. Raiff of Mitchell, Hutchins concerning acquiring 
Piper securities, prior to December 30, 1968? 

i 

MR. LIMAN: Spell that name. 

MR. RYAN: R-a-l-f-f. 

A I don't know Mr. Ralff, per se. 

Q A Mr. Cooney of Mltchell-Hutchins? 

A I don't remember specifically that name, either. 

MR. LIMAN: The question is, did you ever 
speak to them. 

Q The question is, did you ever speak to Mr, 
Cooney prior to December 30, 1968 concerning Chris-Craft 
acquiring shares of Piper Aircraft? 
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MR. LIMAN: There is nothing in this record 

< 

I 

to suggest that he ever spoke to him about anything. 

MR. RYAN: I did ask him first if he spoke 
to anybody at Mitchell, Hutchins, and now I am 
asking if he spoke with anybody in particular. 

I 

Q Did you have any conversations with Mr. 

j 

Spencer of Mitchell, Hutchins, concerning acquiring shares 
of Piper Aircraft, prior to December 30 , 1968? j 

A I don't believe so. I 

j 

Q Do you recall having any discussions with Mr. 
Burns j i Mitcht 11 , Hutchins, concerning acquiring shares 
of P iper Aircraft Corporation on behalf of Chris-Craft? 

* B* 1-1 AN: is this at any time? 

!■ .. i AN: Irior to December 30 , 1968. 

Tt ’° di * ’"- 1 ' J ' that 1 don't believe so. 

Q Do you recall requesting anyone at Mitchell, 
’tchir.s to ascertain - and this is again prior to 
^camber 30, 1968 — asking them to ascertain whether 
an. b..ool ; i Floor aircraft securities were available 


for 


HK DL-AN: r am going to oii-ct to the form.' 
I have r. » objection to your asking i.im, did hp ask. 
You are spying, does he recall. 

Q Did you ask anyone at Mitchell, Hutchins? 
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A No, I did not, 

I 

. 

Q As a specific que: tion, did you ask Mr, Bums 

i 

of Mitchell, Hutchins whether he would attempt to locate | 

i 

blocks of Piper Aircraft securities for sale prior to 
December 30, 1968? 

A No, I do not believe so, 

i 

Q Did you ask Mr, Cooney if he would attempt 

i 

to locate blocks of Piper securities available for 
sale prior to December 30th? 

A Mot to the best of my memory. 
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(Proposed by Bangor Punta.and Piper] 

409. Spencer testified at deposition, at pages 
11, 12 and 14, that to the best of his recollection he 
first learned of Chris-Craft's interest in Piper securi¬ 
ties after January 1, 1969 in a telephone call from 
Mr. Cooney, a Mitchell Hutchins employee. 

• ■ 

He testified further at deposition, at p. 15, * . ,• 

/ . • . 

« 

f • • 

Did you ever have any conversations with 
Mr. oiegcx or anyone else at. Chris-Craft prior to this! 

• * • i ■« 

conversation or call from Mr. Cooney, concerning Chris- 
Craft* s possible interest in tne light aircraft industry? 
A Ko. . 

I" Chris-Crcift' s interest in Piper Aircraft? 
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January 19, 1971 

[Proposed by Bangor Punta and Piper) 

411. On August 9, 1968 Chris-Craft 
opened a custody account at the Chase Manhattan Bank 
("Chase") and has maintained the account In the name 
of "C.M.B, as custodian for Chris-Craft Industries, 
Inc." On January 7, 1969, Chrla-Craft opened another 
custody account at Chase In the name of "C.M.B. as 
custodian for Fifty Four Seven Six Seven." Pursuant 
to Chris-Craft's Instructions, Mitchell Hutchins 
delivered all Piper stock purchased through Account 
100 to Chase for the account of Fifty Four Seven Six 
Seven. 
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[Proposed by Bangor Punta and Piper] 

412. On January 14, Chris-Craft Issued instruc¬ 
tions to Shields & Co., which executed orders on the New 
York Stock Exchange for the purchase of 3700 shares of 
Piper. All 3700 shares represented sale transactions ex¬ 
ecuted on the New York Stock Exchange by Shields & Co. for 
Park Avenue Funding Co., N.V., a Hartwell account. 
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[Proposed by Bangor Punta and PiperJ 

413. H.V. Sherrill, a senior partner of 
Shields & Co. and a Chris-Craft director, testified at 
deposition, pp. 113-114, 


Q Do you know whether Shields & Company acted for 
the buyer or seller in that transaction? 

A We acted for toth buyer and seller. The buyer in 
the transaction was Chris-Craft industries. Perhaps I ought - 
to clarify this for the sake- of brevity; if I explain this ' 

transaction* I think it may eliminate the necessity of further 
to do about it. 

Q I wish you would, 

A It is my understanding that these shares were held 
ty a custoraer of Shields & Company, and in the normal course 
business he came into Shields & Company, as a broker, and 
as . r d Sh-’c.ds to sell these shares for them. 



2 . 
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h~s 


■ At this time Shields & Company was aware of the 
fact that Chris-Craft Industries was a buyer of Pl per stock. 
Shields contacted Chris-Craft Industries and asked if they 

would be interested in buyi„ a the 3,700 shares that a customer 
Of Shields had offered to sell. 

Chris-Craft said they would buy the stock. And, 

as this memorandum letter of January 2 3 , 19 6 9 , indicates, they 
did buy it. 

« . Were you consulted about the transaction at the tlm 
it was made? . 

A I was. 

d you handle the contact with Chri 3 -Craft about 


it? 


A Yes, I did. And I d'idn-t know who the seller was. 
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[Proposed by Bangor Punta and PiperJ 

414. On January 20, Chris-Craft Issued instructions 
to Goodbody & Co. and Robinson & Company, Inc., which executed 

I 

orders on the New York Stock Exchange for the purchase of 800 
shares of Piper on behalf of Chris-Craft. On January 21,. 
Chris-Craft issued instructions to Robinson & Company, Inc., 
which executed orders on the New York Stock Exchange for the 
of 3200 shares of Piper on behalf of Chris-Craft. 
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[Proposed by Bangor Punta and Piper] 

415. On December 1, 1968 Technology Fund 
("Tech Fund"), was the owner of 101,100 shares (6 X) of 
Piper, which was the largest holding of Piper stock by 
any fund at that time, as reported by the Vickers Guide 
to Investment Company Portfolios. 
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[Proposed by Bangor Punta and Piper] 

416# Thomas Williams (an Illinois resident), 
a Vice-President of Supervised Investors Services ("SIS"), 
the manager of Tech Fund, and a member of SIS's Investment 
conxnittee, testified at deposition that during the week 
prior to January 16, 1969,. Tech Fund had noticed peculiar 
activity in the trading of Piper stock, and had decided to 
fxnc: out >hy. it was reported to Mr. Williams that Mitchell 
Hucchir.'? was the buyer. On January 16, 1969, Roger Spencer 
and John Coleman of Mitchell Hutchins met with Mr. Williams 
at Tech Fund's offices. Mr. Williams testified at deposition, 
TP* +0-41, 49-50, and 52-53, 


L* Km*,.? J U ^ Course of a conversation, Mr, Holland 
indicated that Mr. cdlernaiy would like to come over 

and talk to re, not as a part of the conversation, 
but John wanted f o come over and sit down. Fine. 

At that point he brought Mr. Spencer 
wi'h nim and we hid a conversation in my office. 

Q When was that conversation, Mr. Williams? 

A January 16th. 

0 Would you relate the substance of the 
c on versation ? 


V 
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A The substance of the conversation was that 
Mitchell-Hutchins was acting for someone who wished 
to buy Piper, and I believe it was disclosed that 
Chris-Craft was the accumulator. 

There was not a conversation to the 
e ^f e ct of what we should do, whether we should — 

We couldn't do anything, to be realistic. 

% 

At that point we realized, one, we 
had over 5 percent of the stock; two, the information 
was of a nature that we did not wish to use it, and 
that was the end of the conversation. 

Q When you say that you couldn't do anything 
with it at that point, what do you mean by that? 

A Well, we didn't wish to sell it. 

’ Q This was as of January 16th? 

A Right. We did not wish to buy it, to buy 
the stock, to buy Piper in the open market. 

So it was a piece of information that 
V3 use' strictly — well, I guess we did use it 

in the sense that we didn't sell. But that was the 
end of the conversation. 

Q What was the reason that you did not wish 
ld if as of January 16th? 

*<•' 1 1 > there was an accumulation, we 

did not wish to sell into this kind of a thing. We 
weren't sure of -how far they would go, we weren't 
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sure how serious they were, but there was never any - 

there was no conversation to sell it. I don*t _ 

Q Well, I want to get a little specific. 

You have testified, I think your words 
were that you did not wish to sell it. 

What I would like"~to know is what were 
the reasons that entered into that discussion not to 
sell as of January 16th? 

A We thought the stock would go higher. 

* * 

* * * 


A The fi rst subject of che converefltion was 
that our Mr. Holland had discovered Lhat Mitchell- 
Hutchins had been purchasing, was interested in 
purchasing some Piper stock, I guess it was for Chris- 
C-«it, and since he had uncovered their buying or 
their interest to buy, that they felt that they had ' 
obligation to have us be fully informed as to 
•'hit was to happen, what was the intent. And 

the Intern., 1 Eathored at that point, was to get 
Clough proxies to block. - I don't recall what they 
ere attempting to do. It was either block the 
meeting or show a disinterested large minority. 

Q When you say that they felt they had an ■ 
Obligation, who is the "they"; Mitchell-Hutchins? 


A 


Yes. 




903 A 


Q Or Chris-Craft? 

, • 

A No, Mitchell-Hutchins. 

Q Mitchell-Hutchins. 

What was the nature of the obligation, 
Mr, Williams? Why did an obligation exist for them 
to do that? 

A Well,, in the course of a normal -- We 
utilize the research services of Mitchell-Hutchins 
quite extensively. 

Q So, in other words, to perpetuate the good 

relations between your firm and Mitchell-Hutchins, 
they thought they should come forward? 

•• 

A That is normal, ' ,* 

Q That was your understanding? 

A TIi at V7as my understanding, 

\ 

Or * * 

Q Now during that meeting, or subsequent 
thereto, didn't you inquire of Mr. Holland how he 
had uncovered it, in the light of Mitchell-Hutchins' 
stater-cut that they felt they had an obligation to 
come forward? -- 
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A 

That is not -r let's go back. That is’ 

I 

not Mitche11-Hutchins talking, that they think*they 

i 

j 

have an 

obligation. I thought they had an obligation. 

| 

i 

i 

Q 

I see. So your testimony is now that Mitchell- 

i 

* 

? 

Hutchins 

did not at that meeting indicate that they 

i 

j 

j 

vTcre coding forward because they felt they had an 

j 

• 

obligation? 

i 

! A 

i 

Well, i guess that's true. There was 


j something to that effect, that we should know. 


i * Q 

And that was said by Mitchell-Hutchins? 


! A 

I can't be that definitive. 


Q 

Me. Williams, I am not trying to lead you 


, astray. 

• 

I am just trying to clear the record, because 


you testified earlier that Mitchell-ilutchins indicated 

at the meeting that because Mr. Holland had uncovered 


tite fact 

that they v/are either interested in buying 


O', buying, that they had an obligation to come forv/ard. 



Now J understand your testimony now 


Is that 

that is your best general recollection? 


A 

That is my best general recollection.’ 


Q 

Thank you. 
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[Proposed by Bangor Punta and Piper] 

417. Thomas Williams further testified at 
deposition, at pp. 43-45, 46-47, and 48-49, 

Q What specifically did Mr. Spencer or Mr. 
Coleman report to you concerning Chris-Craft's 
Interest in purchasing, the Piper stock? 

A The tenor of the conversation was that 
they had an interest, they realized we were a large 
stockholder, would we join with them in any sort 
of a tender offer. 

%• 

My answer was no, we don't operate that 
way. We did not take an active role in the management 
of any of our investments. 

There was not a conversation as to 
whether or not we would sell the stock to them. 

The conversation was, would we join 
them in any sort of a -- would we -~ 

And I said no, we would not join a 
third party trying to take over a company in which 
we hfd an Investment, that that is against our 
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Q What did you understand 'they meant by 
"joining in"? 

i 

A I was under the impression that they would 
mean vote with them, them and/or friends or other 
people like us, voting in a block. 

Well, there was an annual meeting 
coming up shortly after that, and I was under the 
impression that I was being solicited to join in a 
joint ac'inn among others to vote my proxy against 
the management. That was my impression. And I 
refused to do that. 

Q Was that impression that you had brought 

about by the words used by Mr. Spencer and Mr. Cole- 
man? 

A Yes. Although: it was — 

Let me just expound on this a little 
bit. It was a strange conversation, because I wasn't 
really definitively sure of what they wanted. 

Q Did you ask what they wanted? 

A No. 

Q But your impression, your cx impression 

was, at the end of the meeting, that what .ney wanted 

v:# * s J ° tc K-i i in? 
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A Right, 

Q Was it also your impression that they were 
making this suggestion to you on behalf of Chris- 
Craft? 

A Yes. 

Q Did you ask whether they had spoken with 
anyone at Chris-Craft before coming and having this 
conversation wiLh you? 

A No. 

Q Was it your understanding that they had? 

A It was my understanding, yes. 


Q In other words, Messrs. Spencer and Colenmn 
n.ade' the proposal to you, and you listened and then 
reacted negatively to it? 

A Righ t. 

. Q Now after you told then, that you did not 
-ant to join in this tender offer with Chris-Craft 
or join in the voting with Chris-Craft, was there a 
conversation as to your possible sale of the Piper 

S t fiC k ? 


Nut that time, no. 


a 
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Q Was there such a conversation at a later 
time, that you recall? 

A No. Well, not prior to — there was no 
conversation about selling to Chrls-Craft prior to 
the telephone call from Mr. Hawklnson. 

Q Which was on — 

A A week later. 

Q I see. We will get to that a little later 
on. I just wanted to fix the time. 

After you indicated that you would not 
interested in such a venture, what, if anything, 
dld Mcssrs . Spencer or Coleman say? 

I don t recall the conversation. I 

don't recall. 

Q You don't recall what they said? 

A No.. 

Q You recall there was conversation following? 

A Yes, but I don't know what it was — I 

don't — 


Q 

*nd speak 
A 

Q 


Did they Indicate that they would go back 
to Is-Craft and convey your views? 

No, not that I recall. 

Did they Indicate that they would take 


your views under consideration 
at some later point? 


and be back to you 
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A No. 

Q Well, I asked you -- 

A I don't think so. 

* * * 

Q ' Did the conversation begin by their 
conveying to you this proposal of joining in the 

voting and tender offer? 

A Well, at that point there was no discussion 
of a tender offer. 

•*Q 1 thought you had testified earlier, Mr. 

Williams, that your impression was that they were 
asking you to join in such a venture? 

f 

A Not a tender. ' , 

% 
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[Proposed by Bangor Punta and Piper] 

418. Mr. Williams testified at deposition 
that after the meeting on January 16, he reported what had 
happened to John Hawkinson, the President of SIS, 

Mr. Hawkinson testified at deposition, at pp. 22-23, 


BY MR. 


RYAMi 


you th^.t 


flifl there cone a time when someone advlscl 
tl'era i.r.a a possible purchaser of the enf a 


P liter block? 

A Yes. 

ii no you recall when that was and who spoke to 

v^, r.p 1 >ro:•1 njat•_* 1 v ? 

A ». lx. It. \;r.s DonotiiEG in January of 1969 when 
^trials of Chris-Craft expressed an interest in pur¬ 
chasing the entire block. 


Q Prior to thin expression of interest by 
tric-craft, had y.>u, or to your knov/ledge, did any 
.•e.'ber of your orrmirution of your firm discuss the 

posoiblo calo of tho Piper shares to Chris-Craft or to 
anyone else? 
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A It is possible that a member of the 
Research Department or the Inveotment Committee dis¬ 
cussed the poooible oale to Chrio-Craft or oomoone 

olse, but I was not aware of those discuosions at the 
time* 

Q Did anyone in your firm advise you of any 
conversations ho may have had with Mr. Spencer of 

liltche 11 Hutchins concerning a disposition of this 
Piper block? 

A No* 

Q Did you ever discuss tho disposition of the 
Piper stock with Mr* Spencer? 

A Only at the fci.v.e of the meeting with 
Cfcris-Craft I-Muotries. 


#. 
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[Proposed by Bangor Punta and Piper] 


419. In mid-November, 1968, Tech Fund had 
decided to sell its block of Piper. Tech Fund's decision 
was based in part on a Research Department memorandum dated 
November 19, 1968, internally distributed and produced in 
this action pursuant to subpoena, which stated in relevant 
part, 


Cuite possibly Piper could go to 18 times 1969 J 

a price of 63 however i , .7 ■ Lyb9 earnings, which produces 

sale would “ in order'excen? that V b^o^ WO ? ld £ull V priced and 

should be reviewed, as it really donlnates Pip«• s%u?S?2!’“ ° Utl9 ° k 


Tech Fund believed that because of the size of 
tue clock, such a liquidation would be difficult, and the 
Fund would consider a sale off the floor of the stock ex¬ 
change a The Fund made no efforts to locate a purchaser at 
that time because it had concluded no buyer would be willing 
to pay $10 over the then market. 
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[Proposed by Bangor Punta and Piper] 

420. With respect to Tech Fund, Herbert Siegel 
testified in part at deposition, pp. 114-116: 


Q When did you first hear about a block of stock 
being available from Technology Fund? 

A I believe a onetime in the beginning of January,, 

Q Can you fix the date on that at all, the first *' > 


week, the second week, how long In advance of the date that 
you bought it, that you made up your mind to buy it? 

A That we found out that they had the block? *. 

Q Yes. ' . * v -i 

A It night have been as much as a week that we were 
told ’they had a block, but they didn't want to sell it, and 
when Mr. Hnukinson cones to Hew York* naybe you can sit down 
and talk to him, you know* 

Q From whom did you get this information? 

A I believe from Roger Spencer, Mitchell, Hutchins. 

Q I may be confused.< As I understand it, you 

believe that you nay have learned about this block about a 
week before Iir. Hawkir.son cane to Hew York to negotiate the 
sale of that stock? 
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Ve»4> Wo learned that there was a block, I was 
told there was a block about that time* 

Q This Has from Mr* Spencer? 

A Yes* 

... « 

Q Which was in a phone conversation with Mr* Spencer 0 
A Ye3, to the best of ny recollection* He said 
that they might be willing to sell* I said, "Find out 
whether you can cross the block.” 

And I think in the course of a few days or so, he 
said they do not want, they wouldn*t sell it on the market, 

! he. is not interested in selling at this price* 

I said, ”vhere can we talk to bin?" And that 

<*» 

was hw Mr. Spencer, you know, nentionod to me that Hawkirw 
son might be in Hew York* 

I think the fact that he was supposed to be 
; due in Hew York, I was told in advance of the meeting*. 

Q Oils was learned in a conversation you had with 
Mr* Spencer? 

A That is correct*. 

Q Vhat did you do with that information? Did you 
tell anybody else? 

A I an sure wo talked to Lon and Jin, end I said 

that the Fund lias p block of stock, end we may be able to buy 

. *** 

it, but they obviously don’t want to sell it an the market 
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Mr. Siegel was interested in talking to Tech 
Fund about selling their Piper stock to Chris-Craft. Mt. 
Spencer and Mr. Coleman arranged a meeting between Mr. 
Siegel and Mr. Hawkinson for January 22, 1969. Mr. Gordon 
testified that Mr. Siegel told him on January 21 (the 
evening before the appointment with Hawkinson) that 
Tech Fund's Piper stock was probably available, and that 

he (Gordon) believed that the source for this information 
was Roger Spencer. 
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[Proposed by Bangor Punta and Piper] 

422. In the afternoon of January 22, 1969, Messrs. 
Hawkinson, Spencer and Coleman met with Mr. Siegel and Mr. 
Gordon at Chris-Craft's New York offices. The initial dis¬ 
cussions had to do with Chris-Craft's current operations, 
current financial position, and future plans, which, in 
general terms, were expansion into the leisure time industry. 

Later in the meeting, Mr. Siegel brought up Chris- 
Craft 's interest in acquiring Tech Fund's block 6f Piper. In 
the absence of the Mitchell Hutchins representatives, Mr. 
Siegel offered to buy Tech Fund's Piper stock for $60 a 
share and adjust the price later if Chris-Craft made a public 
c.-r.h ♦inder offer at a higher price. Mr. Hawkinson said he 
woul -i accept $65 per share net, to which Mr. Siegel agreed. 
This constituted a total purchase price of $6,571,500. 

Mr. Hawkinson testified at deposition, at p. 35, 
with respect to the negotiations with Mr. Siegel, in part, 
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He said that their purchase at $65 a 
r^are wan subject to the revocation of a proxy which 
Pr evioufll y given to the Piper aanagonent. 
&ald that v;c would endeavor to revoke the proxy, and 

™ would give a proxy to tho deoigrooB of the chrie- 

Craft management. 
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[Proposed by Bangor Punta and Piper] 

425. As of January 22. 1969, certificates 
representing 63,300 shares of Pl per had been delivered to 
Chrls-Craft or Its brokers. Also, purchase transactions 
for an additional 39.300 shares been executed by Mitchell 
Hutchins on the New York Stock Exchange for Account 100. 

On January 22 the settlement date had not been reached on 
4,000 of those 39,300 shares. Of the remaining 35,300 
shares, 30,700 represented those shares for which sale 
transactions had been executed on the New York Stock Exchange 
no January 8 on behalf of Keystone. Mitchell Hutchins sent 
Chris-Craft confirmation slips dated January 8 confirming this 
t' ensact tan and showing the settlement date to be January 15. 
On January 14, Chrls-Craft mailed payment for these share, by 
check dated January 14, which Mitchell Hutchins received on 
January lb. Annexed hereto are the records of Keystone. It. 
custody agent and Its broker. Mitchell Hutchins- statement of 
Chris-Craft Account 100 for the month of January, 1, 6 9. shows 
so -ntry for all such 30,700 shares In the column "bought 
received or long" on January 15. Mitchell Hutchins delivered 
certificates for Piper shares to Chrls-Craft-s numbered account 
as, as follows: 5200 shares on January 13, 58,100 
-.ares on Ianuarvl6,. 31,600 shares on January 24. 
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[Proposed by Bangor Punt* and Piper]3 

* * ’ * .1 '»'*•. ; • 'V i/it v.v i-r* • ^ . *♦? 

,-'_. *•. ' •' . » -/*•: 

I ^ ■ — * v -. > - ■* x >.y>: .• 

*J ♦ ’ 1 l'- 

I 426. Hawkiason testified at deposition in 

'-:- j' \ . * * . ' • -"•' ■v . . ^ 

regard to the January 22 meeting,In part, at pp. 33, 36 and 


.. . *.*,• * • 

■ St/ V - V. 


A Mr. Ciogel raid that Chria-Crrft Industries had 
a very real Interest t n acquiring a substantial 
Interact In Piper Aircraft and that they wore desirous 
of baying our block of ctock. 

Mr. fllepel said that they had acquired 
some Piper stock in the open market. Ho didn*t tell 
tno the amount of riper stock that thAy hold but Eaid 
it vcb l ubctc.ntlally less than our block. 

IIj said that they wore* donirous of 
effecting the purchase of our block; and if they wore 
to buy it as a block, they wanted to operate very 
promptly and conclude the transaction within the next 
tv/o days. 

I ached him what his price indications 
voro, and he initially indicated a prico of epproxi- 

$60 per r.i»r 0 . QNLY COPY AVAILA3i£, _ 


> 
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Ho said that If Chris-Craft Industries 
could acquire our stock, they vould give consideration 

t0 filing a tender offer for additional chares with 
the sec. 

♦ * * 


4 You testified, Mr. Hawkineon, that Mr. Siegel 
•old that the transaction had to bo consummated within 
two days. Did he give any reason for that, or did you 
ask him why two days, what was the rush? 

A He indicated that they would request Board ^.1. 
representation and one of the proxies In order to 
obtain Board representation, and that they were pro- 
posing, subject to purchasing this block, to making a •• 
tender for share, with a tender to be filed with the 
3SC, and that the time factors in terms of the Annual V 
Meeting and the Board representation, the time factors 


relative to the tender were such that It required the 
ooopletlon of th. transaction within a two-day period. 
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A l don't recall who In Chrls-Craft of the 
reprecentatlve b present said what. Whoever did express 
themselves at Chris-Craft said that the initial tender, 
if it wore made, would be at a price--at the same 
price at which we had sold the shares to Chrls-Craft 
or were negotiating to sell the shares to Chrls-Craft. 
They hadn't actually been sold at that time. 
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(Proposed by Bangor Punta and Piper) 

* s ?7. On January 22, John Hawkinson called 
Th0MS W1U1,M Chris-Craft's offices, but outside the 
presence of Chris-Craft and Mitchell Hutchins representatives. 
Both Mr. Hawkinson and Mr. Williams were members of SIS's in¬ 
vestment committee, and together had the authority to bind 
Tech Fund. Williams concurred in the sale of Tech Fund's 
Piper stock to Chris-Craft at $65 net. Hawkinson was assured 

that lech Fund could make delivery the next day against cash 
payment, 

Williams testified at deposition, with regard to 
part of the telephone conversation, at pp. 87 «ad 96-97, 

Q Was there anything rore? 

A No. Wellj let ire think. 

And that ve should buy some Chi: j <*-• 

Craft, and whirh I concurred In that «, >r cement also, 
that conversation. 

Q T am sorry, I didn’t get the last answer. 

A We discussed the relative merits of pur¬ 


chasing Chris-Craft, which we did, wc made up our 
minds to purchase it because of the added incremen 
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that a Piper acquisition would give to Chris-Craft, 
'If done Properly; it looked like they were going to 

use some debt instrument or cash or non-equity to do 

it. 

★ * * 


9 At What P ° lnC ln y°vr conversation with 

he indicate that some considerati 
b “ ^ “ — investing in Chris-Craft 

securities? 

A leward ih e end of hhn 

of the conversation. 

Q In what coatext? 

Kell, it was in the context of maybe we 

C ” n ' ake S °” e m ° ney «.ri*.<* a f t . MlfSt wa£ 

the context. 


Q ^ OllV b e r' L r r r n I 1 ^ i * 

L rc coi . ectloti is t'-ih m- it 

i5> c ^ r . Hawkin 

said to you, maybe we can „ ; ak, s 


s on 


Chris-Crait? 

A I cl on 1 c a r 


one money out of 


how tlu conversation got 

started, but if V l ,v 

' tuc rssenre of we were fall ing 

about how Chris-Crari *0 

OLalL may accomplish (his 

or whether they could. 


merger 
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Within that conversation was, if they 
could, and if they could do it in proper manner, 'V 
we could probably make money out of Chris-Craft. 

- 3 y° u were to invest in Chris-Craft? 

A If we were to invest in Chris-Craft securities 

Q What was your response to that? 

* 

A My response to that was yes, if done 
prop'erly. 

Q You could make money off of it? 

A We felt we could. 


Mr. Hawkinson testified at deposition, at pp. 39-40, 

Q Did there come a time when your firm 
recommended to any of the Funda you represent the 
purchase of Chrle*Craft securities? 

A Well, my memory Is that eubsoquont to this 
transaction Involving the disposition of Piper that 
the Investment Staff recommended the purchase of 
Ctaris-Craft securities* 

Q Do you recall whether you ever discussed the 
Possibility of investing in Chris-Craft securities at 
*h Investment Committee meeting? And if so* when in 
relationship to the time you sold — not you sold — 

_ i 


V 
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M * tM Toch. Pu„ d «, M lt , plper hoWlnss? 

a tfoll. It was subsequent to that tl„ 8 . x 
don't know how much time elapsed. 

Mr, Williams testified at deposition, .t pp . m . U2> 

Y ° U haVC Mr. Williams. that 

one Of the factors that led , ou to a 

you to agree to the 

purchase of the Chris-Crafr 

Uaft securities was that 

Chris— Craft indicated to MV u . • 

hCt Hewkinson that there 

would be a £ u -th«- > , 

. . A , ‘ aU8e ?"«- euo that you ielt' 

" ll “ hL tills, Ijiu r,.-aspects 0 f ch ■ 

* 1 Cs oi Chris -Craft’s stock 

appreciating were «r--i • K 

° C S ° ou > « Lhat correct? 

A lhat'y correct. 

Q 03d Mr. Hawkinaon ind'eate to ,, 

. -cate to you during 

this teloohnn a & 

c ; an . , “ VOl ' Sati0n York that Chrls- 

1,a< ’ lndi —’ Id he Lhis fur,her 

e >. c h «in <> c 0^3 ? 

A Yes. 

Q And it vrVt% be . • , , u, . 

°* 11 **presc-.it«. i v - t> 

least in part tint 

he recommended and that you ' 

agreed to invest i„ the chris-Craft 

iS Lra ft securities? 

A 1 Would sa y it was part of it 

F 1 OI it, sure. 

Q Is that correct? 

A That's correct. 
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Hr. Hawkinson testified at deposition with regard 
to the January 22 meeting. In part, at pp, 37-38, 


Q Was there any discuaeion at that time with 
the Cnris-Craft officials concerning what tholr plana 
were la the event their tonder orfer was successful?' 
A There vmo no definitive discussion. 

Q H&o there any diacuoaion concerning the 
possibility uh-is-er?.ft mi^ut iAk© an exchange 

offer iur tuc trl„uf.u c- tho Pif ,r snares ir tiuir ( 
tc!*di+- oil r aucar? :■ ^al? 

A ihcro r-s no di.-ussion of that.. I assumed 

that that wouii cceur. 

a Did the cn.-l«.c«rft om«ma lnei^te to 

! )f0U mjr ’•-*'* 0*ev eo^xete control of 

<f* iper ‘ t0ke 16 0, "‘- oni rot Juot « alterity 

pon.iMon? 

a I don't b9llr-o they tewtlvi? <~iie«tod 
tnet to mo. With oo*o sophlotlcation io thoa. matter*, 


ONLY COPY AVAiLASLE 


I would assui.o they viould. 
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Oj.l'%4 J u)r'lC cu^l ■ /Q /if f a 

/ O'. 


• 1 

E i-y Mr' 1 10r T 1 0 ,: ONLY COPY AVAILABLE 

*■ »* • 11 C :i1 0 5 f. 0 IT 


Q Just oils ir.cn I v.-.ntod to dear up, Mr. 

TuxU:;;.,:-. On i’a.r;S 06 -- I kra- you don’t have it so 
I will rend it -■* i„ your first Jny of testimony, I 

ar, now in January of 1*63 and the telephone cnnvursstion 
you iisiTwith Mr. ilnu-kinson. 

Y o v? t c s * 1 f i » d • • • 

it v,rs n reasonably lengthy conversation 
at which after wo had cloned up the discussion on 
Pipor. that perhaps we outfit to ta!;c i posim.-i in ' 
Chris-Craft because at that point it looVc.l like 
they were r.oinp to use a debt or cash or someth!;.;; 
other than common equity to acquire the riper or cate 
cn attempt at occuisltion, and should they do it by 
debt cash, some route other than equity, it should add 
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• • • • • . 

» ' V.‘ J* ' w , V 

•*.*'*• • • 

• .■-••• • 

• • 

substantially to their cnrnin^s." 

• • # 

• • • 

And Inter on Po n e «7 you-added: 

. up our ninds to purchase it,” 

Chris Cia^t, because of the added increment that n 
Piper acquisition vould pirc to Piper Aircraft if done 
properly. It Inched lih? they vcrc noin« to' use renc 
dead instrument or cash or non-equity to do it." 

That .v»i3 your testimony, .Ho you strnd 
. by that testimony? ' . 

KHYERSOSt Object to the fore, of th« nuestion. 
• T " 2 «**«*: I *taa4 by the testinony. 

■ . «». SCr.i-Obo*.?.: Q .'.Ad does that express your .basic 

reason .for purch.-sino Chris-Crafi b,*inni» K ' 6a 
January 2."rci? 

mr. Mr.yrr.snv'• r „ 

• - v ,.t .v. .o .he f>sti!.-cuy 

reflects vhat it stands for. It is clear. 


that 


Mr: . SC!M .^F.r,T .?r 0 

. -the v:n::.-.r.s- v:r. 

Q And, in fact., did Cliric-Craft announce a 

tender offer for $05.00 on January .’3rd? no you 
acknowledge that? 

A Yes. 
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MR. MEYERSON: I object to the fora of that. 
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Hit. SCIJLOSSKn: Q On Pa*,, in a, i. ' . 

. v 111 Mr ‘ Mcycrson asked 

you the question: 

"Von testified, Mr. Hl'lhas, that one 
of. the factors that iod you to . doprec t# tJ|c 

of the Chris.Craft securities uas that Chvis-Crnft •’ • 

indicated to !!»•_._ Muuhinson that there «ould be a . 

further oxehango offer and that you felt in jighc of 

this tho prosji jets of Chrls-Ci'”** •» r- 

15 Cl3 appreciatenn 

were flood, is that correct?” 

And you answered: "That's correct. •• 

That is on Pap.e ill. 

- Bh * a >' ou a further ojcchw*, offer. 

were you 'vafnv* n.» ♦ , »* 4 

* ^ bi.b c. .unrporrer that v.;„ i;; 

f A c t J.ia d o c:: J a i j > r :> y y 2 2* y d ? 

niUSCV: I object r.t» lJ*o for;r c ~ *• Vj 

question. . 

•*«R. SCiij.v.;-,;.f ; n: You can f.r.?,;cr it. ! 

THU VTTT’v'cr . *• 

--.. . only copy available ; 

»iu. SCI’hOSSl-K: NO further • j 

H X A M i >; A T I 0 N 
(Continued) 

By Mr, Mcycvr.on; 


Q Mr. Williams, I would like 


to ask you a 


. question 
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. A Shoot, 


' Q Wlth to rour testimonyWano nf' 

which reads as follows; 

• "you testified, Mr. trim™,*, that one 

of tho factors thot 

oat 1.. >ou to ft-roe to the purchase 

the Can*securities was that Chris-Craft 

indicatod to Mr. HawJtiasoa that there would he a further 

exchange* offer and th . f „, * 

' in of this the 

prospects of Cfcrir,-Cr:;f: * 5 s'-oc’' *-«»-,_• . . 

■*~ VCi ' appreciating wore 

fiood, is that corrcnt ,v 


Th.-it'? correct.” 


answer? 


Do V 0 i; 2 * roll « > _ , 

> - c — l Wa!at question and that 


A Yes, 


Q Did *•!?. Hewi*■*«-(.« 

**“' iCuce to you that 

Chris-Craft had iaUicrt-* •• 

~ t**»-t v acre would he a 

f u r t h o r ere h a ; • * ;• offer? 

Yes. 

, Q And he did net specifically indicate, did he, 
th,t thC tC ” dCr 0CCer of «*ieh he talking „„ 

January 23rd. ! r th-.t correct? oNlY COPY AVAILAB' E 

A -No. , . 

Q »« specifically used the uorda a.further" 


f 
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cxchan/>o of for ^ 

* - s that correct’ » 

toatimony? . _ sr * t that your 

. . . . % 

. • • • • 

A Th «« , » »y testimony, ,, ut • • • 

***** spcclfl = vo*a u , cd . " ot • vurc »»«t 

^ Wflt .’'Ij'cifwi 

* ’• c 3 O.C ..‘O ; U V , 

A Exc iin ij rr ,»j ^ ». 

Q But ,lc ««»*i S p ecl#ic . 

o«J> a „ sc of , , a . — '**»« •<•"> tho further 

,U ‘ V #. J. • ' A ? V 

* ^ ^ W l' ) I ‘ ' '* •#** *> '• • • 

. V I j. n't . J -" rc ’ «**«» 

Q YOU d'- I . 

•• v •. 

A . 1 he did? 

A - Wo. 

MJl. 

W4i «*wv'.\; T t. . 

i <*..** . ;n jTj.v..... 

' 

Ih# C0Wee «°« ^ thu tr«->«er» B * ' 

° f to ;* Sch tore made by letter 

• Scho «er, torch- JO, !»„ 
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[Proposed by Bangor Punt a and Piper] 

428. In November or December, 1968, after 
obtaining a copy of Chris-Craft*s prospectus dated October 
30, 1968, Tech Fund had considered investing In Chris-Craft's 
debentures, common stock and preferred stock, but had decided 
not to do so. When asked at deposition why Tech Fund had 
decided not to purchase Chris-Craft debentures, Mr. Williams 
testified, at p. 99, 


A Vie don't do convertible offerings chat much 
because wu —- there ’s usually a premium over the 
common that isn't, in cur opinion, warranted very 
oiteu, and the interest rate on a convertible security 
is often too low to ;,iv^ ic any meaningful support. 


When asked why Tech Fund had no'- purchased Chj is- 
Craft common stock, Williams testified, at p. 101, 
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*" ■■ - • 

A It, that is, again generally, did not 
offer us the outside potential that we thought it 
should. You can't have an appreciation. 

Q I am 6orry, the kind of — 

A It did not offer vis the percentage appre 
elation that we were seeking at that point. It wa 
a degree of risk gain. 
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He testified further, at pp, 89-90, 104-107 and 

109, 

-+f vt 

The lengthy conversation went some- <J 

A 

thing like this. We had another piece of misinforma¬ 
tion th.it we understood' that the Piper family, friends, 
et cetera, controlled 38 percent of the Piper stock, 
and wc didn't see -. this is part of the conversation — 
we didn't see how anybody can take Piper, but if 
somebody was willing to pay us $63 a share, based on 
our past, and our past report on the company, our 
past feeling that $63 v,v.,. .a vc:y* v ry nice price, and 

. thaC We CCUldn ' C sea under, on a fundamental basis - 
, Whan 1 say fundamental, I say from the standpoint 

. of what makes up riper - why anyone would pay wceo 
than that. 

♦ * * 

Q Now, Mr. william., you have testify U .at 

Prl ‘ r '° thI * “ eetin * " f I'svkinseu in », Vori; , 

you had investigated the possibility of investing ’ 
in Chris-Craft common and preferred stock? 

A Convertible debentures. 

Q Won. I know that. But you , c!; , uw 

that you investigated th , possibility o£ investing 
in Chris-Craft common stock? 
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A Yes. 

Q Now d i- d you also investigate the possibility 

of investing in Chris-Craft preferred at that time? 

A Yes. 


Q And your testimony is that you concluded 
not to do it at that time because you would not 

realize the appreciation that you wished to realize, 
is that correct? 

A That 1 s correct,. 

Q What vas lh<_ change in circumstances between 


thi l i y : re c a. } d d and J\ :• r y i 2 i* J , when you 

decided that this an investment that you should make? 


A That their purchase of chut their 
tender offer fur their purchase of our, of Technology 
Fund block and their subsequent tender offer, that 

vas the change. 


Q But the : r 
was at. a price that: 
that you thought was 


purchase jf L hu lech 
exceeded toe outers,csi 
* blgh j. ic , is t hat 


n cl Hock 
price 

ccrrccf 


A Th a t 1 s correr, 

<3 ““ $63 a shar-.? 
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And yet, is it your testimony that 
notwithstanding that inflated price that they were 
willing to pay for the Piper block, you thought that.’ 
this in some way would result in an appreciation of 
the Chris-Craft stock subsequent to that acquisition? 
A Yes, 

Q Did you discuss these factors with Mr. 
Hawkinson prior to giving your consent to purchasing 
the Chris-Craft stock? 

A fcSj as part of this conversation. 

Q All as part of this one telephone conversa- 

t ion ? 


... Q Wore there any other factors that you 

considered would present a risk in purchasing the 
% 

Chris-Craft stock at Lhat time? 

A There was a possibility that they wouldn't 

got riper. There was that possibility. 

Q There was that possibility? 

A Sure, 
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Q And yet, with that possibility, you on the 
basis of this one telephone conversation agreed that 
you should invest in the Chris-Craft stock, whereas 
one or two months before, you had concluded to the 
contrary, is that your testimony? 

.A That's correct. 

Q When Mr, Hawkinson and you discussed his 

trip Co New York afCer Che time you received your 
information from your unidentified source chat you 
have talked about, did h, indicate co you aC that 

time that he uouid also discuss a possible investment 

in Chris-Craft ? 

A Ujt to my knowledge, no, not to my knov;ledge 

Q Aud at your mooting on January ICth with 

Mitch cl] -Hutchins, did you dice, Q T . ; , - . . . ,. 

’ 11 u.>s v?xin him at that 

ti c 


P-...! _ 


t by you- i i ci r r -Lv ... ? 


A Motto my recollect;on, no. 

Q So is if: your testimony that L-twe^n the 
time'you concluded that vou did not wish Lc investi- 
gate tne. C.Lr i.s-Cre Cl sf.orV because you v ouldn't 
renlizc the apprecinti.cn that you v:i.sh_'l to, at;J 
tJic Lime that Mr. Hawk in* on called you f-om ?;ow York 
at his meeting, you heard of no dL • uss ior s rrlc f in» 
to a possible investment in Chris—Craft f -y 1 ' 
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A That's right. 

Q When Mr. Hawkinson called you from this 

meeting m New York, did he indicate who had raised 

the question of purchase, of your Investing in Chris- 
Craft stock? 

A No, I thought it was his idea. 

Q But he hadn’t discussed this idea with 
you prior to his going to the meeting, is that 
correct? 

A That's right. 

Q why did you think it was his idea? 

A 1 didn't talk to anybody. 

Q What? 

A i didn't Lalk to anybody ei-e, 

* * * 

Q Prior to your purchasing Chris -Craft 

securities on January ?3rd, didn't you believe that 

son- further investigation as to the desirability 

of investing in Chr is-Craf t was .in order, in light 

of your decision not to invest roughly a month 
ear 1ier? 


Q And the rens. ,s fhat you though, chat there 
was no need for further investigation arc f - reasonn 
that ycu have already testified about? 
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[Proposed by Bangor Punta and Piper) 

429, Williams instructed Tech Fund’s trad- 
l»g department to buy 50,000 shares of Chris-Craft coenon 
stock and 10,000 shares of Chris-Craft $1.40 convertible 
preferred stock (then convertible one-for-one into common). 
Tech Fund's order ticket for the purchase of the common 
stock bears at the top the stamp "1969 JAN 22 PM 3 59" and 
the handwritten date "1/23/69." Tech Fund's records indicate 
that the first purchase of Chris-Craft securities was made on 
January 23, after the public announcement of Chris-Craft's 
e.tchan s e offer. Between January 23 and February 25, Tech 
Fund bought a total of 50/C0C shares of Chris-Craft common 
stock and 10,000 shares cf Chris-Craft $1.40 preferrec sCock. 
An additional 116-1/4 chares of preferred stock w u -e received 
ss a stock dividend in FsbTunirv. 
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[Proposed by Bangor Punta*and Piper) 

430, On March 28, 1969 Tech Fund sold 1600 shares 
of Chrte-Craft common stock. ; A Tech Fund research department 
. report on Chrls-Craft dated April 1, 1969 (Bangor Punta Exhibit 
5) stated In relevant part, « ' 




Sources, ^^yj-pectus, f assistant treasurer of tympany . 


* * 


SUMMARY & CONCLUSION : ...... 

Brief ly^here^are'thekpositive^nd^eg stive ln C ^is-Craft. 

• • • • 

Positive • • * * . • • ’ 




! olurthne^S 11 on ^°^ e industry—leisure tine—is a decided 
• plus these days for conglomerates. ea 

• - A new management team is it. j i . * 

outside jncp, lh Z being developed from the 

oar.iae. Joseph .xORDeCK, a top manager from Ford h s 

.fc3Brs.stfs I--: - 

^f^^ ntial e , arnin 2 s improvement in the beat division is 
possible over the next few years. Tins could 

, earnin?,S ° f 50 * ° r ™>~ this year on a fuUy dxlutad ££,£“• 


o 






4 
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Negative 

. Acquisition of Piper is now becoming extremely expensive— 
better than 24 times Piper's 1969 earnings and it is 
receiving considerable opposition. Failure to complete the 
acquisition could be extremely expensive. 

, Chris-Craft is selling at about a 33% premium over the 

average conglomerate on a PE basis—while this premium may 
be justified, it is difficult to justify any additional PE 
appreciation. 


Taking all these factors into consideration, the maximum appreci¬ 
ation potential is 22% based on a PE of 25 and $2.25 fully diluted earn¬ 
ings. In view of the risk involved, I do not believe that Chris-Craft 
is a good investment. 


* * * 


FUTURE PERFORMANCE O F DI V ISION : . 

Certainly there is room for substantial improvement in the boat 
division from an earnings standpoint. After tax maryins in fiscal 1963 
was less than 2% — probably about 1.5%. Tor fiscal 1969, 4-5% after 
tax margins are expected. However, because of the highly seasonal nature 
of the boating industry, it is impossiLle to accurately predict the 
results of the division on a quarter to quarter basis. More than 75% of 
the Chris-Craft boats are shipped in the months of April-June. The per¬ 
iod is very hectic for all boating companies and full cf many uncertain¬ 
ties. For example, because of the tremendous volume being shipped durir. 
the period there is always an extreme shortage of shioping equipment. 

This causes many delays and in seme cases cancellations. Furthermore, 
any miscalculation about the size and needs of the market can spell 
disaster. It is hoped that the new management teir.. will be able to 
minimize these problems and improve margins. 

In terms of increasing sales volume, I think that management may 
have a more difficult tire. The boating industry is only growing at 
5-6% per year and in recent years Ihns-Craft has been growing at 10% 
per year. Furthermore, the company has been very successful in the over 
35 ft. class where 65% ^f their volume is concentrated. Vi hat makes this 
performance somewhat amazing is that the smaller boat segments are grow¬ 
ing faster than the largo boa.s segments .for the industry as a who’e. 
Thus, on the surface, market penetration for Chris-Craft in large boats 
appears to be irp^^-ving much f th v. th :• ir.du-try. 

Another reason for which I believe management will have a uiffica 
time increasing sales, is that Chris Craft has one of the most extensiv 
dealer networks — 400 dealers scattered throughout the U.S. and severe- 
foreign countries. In summary, for the boating division,margins can be 







mproved but *the rate of sales growth is not likely to be improved. 

The TV division is extremely well run. It is highly doubtful 
hat margins can be improved over the present 10% after tax now being 
chieved. Growth is pretty well tied to the industry with exception 
hat Chris-Craft can acquire two more UHF and two more additional VHF 
tations. At this time I believe that the stock adequately reflects 
he TV division and that there is little upside potential that can 
e attributed to improved margins or growth. By the same token, so 
ong as the present performance is maintained there should be little 
ownside risk. 

The last division — Baldwin-Montrose-NAFI — is the "dog" of 
he family. It is not likely that management can or will try to improve 
he 5-6% after tax margins. As previously indicated, management will 
ventually dispose of this division 

I believe that the operations of this division have little effect 
in the PE. Even if the division is sold, I believe that the effect will 
e negligible, 

IPER : s 

Pending clarification, Chris-Craft owns approximately 1/3 of 
iper. If Chris-Craft is successful in acquiring control of Piper, 

0-50$ per share could be added to overall corporate earnjngs on a 
ully^diluted basis. However, this is a big "if" and I do not see 
,ny reason for Chris-Craft' s PH to. increase if the acquisition of Piper 
s successful " ‘ 

;; _.' At $69 Piper is currently selling at 24 times next year's earn- 
ngs-of $2.90. This PE is rather high in comparison to Beech at 18 
nd Cessna at 13 times. 

* * * * v 

•;'f ~ " In view of the rather mediocre prospects for the* General Aviation 
larket, the vulnerbility of the industry to a mild racers'or, the high 
Eof Piper, and the possibility that the merger will not go through thus 
eaving Cnris-Craft with a high cost stock, I see nothing - but uncertain- 
ies for this deal. ' 


T! 


RKET VALUATION FOR CONGLOMERATES 


In the recent study presented in "The Outlook", the average PE 
lor 25 conglomerates was 18.3 tires 1968 reported earnings -- not fully 
liluted. On a comparable basis, Chris-Craft, at 46-3/8 and a $1,89 
•efore dilution is currently celling at 24.5 times 19i£ earnings. Only 
.itton Industrie^ — 30.7, National General -- 41.8, Republic Corp. -- 
!5.5,‘ and Teledyne — 26.7 are higher. 

** Despite the danger of generalizations, comments about Chris- 
Jrafft in relation to other conglomerates are appropria'e. F rst, in 
Lerms of long range objectives, Chris-Craft must be awarded a decided 
>lus because it is concentrating on a single industry.laisvcre 

ime. ONLY COPY AVAILABLE 

Second, in terms of the balance sheet, despite the amount of 
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long term debt and convertible issues, the percentaoe of common 
equity is about 40%. This compares very favorably with the condom 
erate industry average of 38% presented^ "The Outlook"?* con 9 lom - 

In terms of relative performance to other conglomerates I 
do not see much potential for Chris-Craft on a PE basis While its 
th« r ™\°^ CtiVeS and capitalization put it in a favo?ible HghJ 
the market has pretty well taken this into .account because the 

I^age* S ® 1Un9 at about 33% higher on a PE basis than the industry 


The minutes of an Investment Coranlttee meeting, dated 
April 1, 1969, authorize the sale of 50,000 shares of Chris- 
Craft common at 46 and 10,116 shares of Chris-Craft $1,40 pre 

ferred at 45, Tech Fund’s entire position in each security as 
of March 27. 
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January 20, 1971 


[Proposed by Bangor Punta and Piper] 

432. Regarding Technology Fund, Roger Spencer 
testified at deposition, at pages 23-26, 


Q Did you ever speak to anyone at Technology 
Funds, inquiring whether their shares were available for 

A 

calc? 

A No, that is not r.;y function. 

Did you ever speak to a Mr. ’.Mliiams at the 


r 

% 


->U< r- "I i~— • ' 

- ^ V > ^ • _ , 

A Yes, 

^ Did you speak to ilr. Williams and Inquire whethe^* 

the Piper shares held by Technology F\. id were available 
for sale or not? 

A Ac I recall my conversation or c^nverr-alions with Mr. 
Williams, they had to do with Chris-Or^ft, which ;;„•#» a 
stock recommendation of mire at that time. 
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Q But you do not recall any conversations with 
Hr. Williams concerning the Piper shares? 

A No - ONLY COPY AVAILABLI 

Q Do you know whether any other employee of 
Mitchell, Hutchins had any conversations with anyone at the 
Technology Funds, inquiring as to whether their shares 
Mere available for sale or not? 

A X don't know directly, but in the course of any block 
order to buy, we have — it is Just procedural that 
you go to the owners of such shares that appear in Vickers 
«nd check and see If they have an interest in selling. 

Q Did you do it? 

A I did not do it. 

Q Do you know whether any other employee of 
Mitchell, Hutchins went to Technology Funds to inquire as 
to whether their block v/as available? 

I 

• , i 

. ^ sue: h lr: • you ’.mow of 

any employee. 

Q Do you know? 

MR. CROWELL: You do not have to guess. 

I don't know for cure. I would assume that it was 


Q Did you ever have any conversation with Mr. 
..iegel in which you indicated that you had contacted 
technology Funds and ascertained that their block of Piper 
:hares were not available for sale across the Exchange? 
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A I don't remember discussing that-with Mr. Siegel. 

Q Do you ever remember discussing that with anyone 

MR. CROWELL: Was your question "not available" 
or "now available"? 

MR. RYAN: Not available. ; 

Would you repeat that question, please? 

Q I will rephrase it. 

Did you have any conversations with Mr. Siegel 
or with anyone concerning the fact that the Technology 
Junda were not wlllinc to tell their bloc* of Piper shares 
across the New York Stock Exchange? 

MR, CROWELL| Do you understand the question? 

THE WITNESS: Yes. 

I could have had a conversation like that. 

C Lo you recall with whom? 

A would be with Mr. Siegel. 

I 

Q And what would be the basis for that conversa¬ 
tion? How would that conversation have arisen? 

A It would probably have arisen through the mechanism 
v;e have for ascertaining in cur wire room whether or not 
blocks are for sale and they would try every large block 

tnat was known, public knowledge, and obviously, the answer 
was no. 

Q Well, do you have any recollection at all of 
discussing this with Mr. Siegel? 






A 
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I believe I discussed with Mr. Siegel that through 
our wire room we checked the major holding of Piper as of 
just a matter of business. 


Regarding arrangements for the meeting In New York 
between Mr, Hawklnson and representatives of Chris-Craft, 

Mr. Spencer testified at deposition, at pp. 28-30, 

■' •’««•»«*«• I ;-=ve with »r. 

preceding making this arrp-oment for Hr. Hawklnson s> 

' , ' hat! dld y°“ “ a y to Siegel and what did he 
say to you? 

There was an institutional investors convention in 
:;,W York at that tine. Mr. Hawklnson was attending; x 
:;as attending; Mr. Coleman was attending. We had recom¬ 
mended Chris-Craft to Technology Funds as a stock purchase. 

th0UGht that 14 '-ould be a good time to Introduce Mr. 
-awkinson to the management of Chris-Craft. 

My conversations would be with Mr. Siegel, 

Just basically setting the appointment up. 

Q Did you have any conversation with Mr. Siegel 
as to whether Technology Funds might be willing to discuss 
celling the Piper shares? 

Well, Mr. Siegel was aware that they owned it. i 
-as aware that they owned it and — 

« But you do not recall any conversation with 
“X 1 . Siegel concerning this? 
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A I probably mentioned to him, "You might want to talk 
‘‘bout that, but my purpose is to talk Chris-Craft 

Q Your primary purpose for introducing Mr. Hawkin- 
a°n to Mr* Siegel was — what is Mr. Hawkinson's position 
In Technology Funds? 

Prcriccnt. 

Q And chief executive officer? 

A Yes. 

Q He was to talk over Chris-Craft's position with 
::r* Siegel? 

i 

Yes. 

Q Did you road Mr. jlawklnson’s deposition in this 

case? 

A Yes. 

Q When did you read it? 

Yesterday. 
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[Proposed by Bangor Punta and Piper] 

433. Regarding the meeting in New York between 
Hawkinson and representatives of Chris-Craft, Hawkinson 
testified in part at deposition, pages 24-26: 


HR. tlYAUl 

Q Do you recall now this appointment with tho 
Chrio-Cre-t officials was arranged? 


A I believe it was arranged through Mr. Spencer 
of Mitchell Hutchins and prolsbly t; rough one of the 
Chicago r.eprontafcivos of Mitchell Hutchin3. 

Q Do you re i * n lx whsthh-? you spoP$ to Mr. Spencer 
or none oth-r iicp** tentative of Mitch-11 hutchina con- • 
corning thin meeting orior to the tine of tha rr.eetingT 
A I clon't recall whether I -poke to them or 
wnuther vseretr.ry eookc to the;, . r vh-st:-. z? * r.-tber 
of thu Re£ *;roh Dmpartcent rpokc t • ti-^ai. 

Q Do ;ou root 11 hr-./ you f.. . .t learned the 
fact that t.'G Chris-Craft offset**!— r«.ir v*<» -t—♦«■»-*sted 
in acquiring thio Piotr block? 

A I did not know of their interest in acquiring 
the block until they disclosed the interest in the 


ceeting. 


, Y availa bl£ 
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Q Do you mean you were unaware of their purpose of 
the neetlns until you went to the meeting? 

A That Is correct. 


Q 'hat was the reason given for your visiting 
the Chrls-Craft officials in New York? 

A I was told by representatives or by members 

V/ % 

v 

of our lnvcbtruont staff that the Chrls-Craft situation 

w -« a potentially interesting one and that Mitchell 

« 

Hutchins had e;:cellont rapport witn the management 
and that the management wanted to meet with me when 
I could arrange it at ay convenience on any of my 7 'V 
scheduled buulneos trips to Now York. ^ 


Q To diacuss the possibility of your firm 
recommending iitv-jstnsnts in Chrls-Craft? ias that the 
purpose of tho meeting? 

A l didn't know.- That x;ao try impression. 

Q But you don't r: call try x^orvo' Ioa of an/- 

body toll-ag you prior to this re,-ting tv*t. there v*s 

going to bo any discussion con^rniag the taio of this 
Piper block? 

A l do not recall it. 


omlv 


qopy available 
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[Proposed by Bangor Punta and Piper] 

434. On January 23, 1969, Chris-Craft 
announced a cash tender offer for up to 300,000 shares 
of Piper stock (with the right to accept more shares), 
offering $65 per share. This was Chris-Craft's first 
public announcement of its interest in Fipcr. 





January 22, 1971 
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[Proposed by Bangor Punta and Piper] 

436. Mr, Gordon testified at deposition that 
the possibility of Chris-Craft's making a cash tender offer 
was not discussed at the time of the market purchases of 
Piper stock, and that the cash tender offer was first dis¬ 
cussed in a phone call he made in the morning from the Central 
Park Zoo to Mr. Siegel at his home, on the day of their first 
meeting with John Hawkinson, January 22. 

Regaruing this call Mr, Gordon testified at deposi¬ 
tion on May 27, 1969, at pp. 83-86: 


Q I take it that the consideration for making the 
cash tender offer was mode before you met with Mr. Hawkinson? 

A Yes. 

fchat tir.ie or day vrr.s that? 

In the r.icxvi1.’j~. 

What tiuo did you r.ect villi . iiawkinotftt? 

In the afternoon. 

Whom did you meet with i, the heroine ft which 
tine this consideration was given to make the cash tender 


Q 

A 

Q 

A 

Q 


offer? 





A 
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It vms a telephone call, from me to Mr. Siegel. 
Where vicre you at the time you made that call? 

I take it you were not in your office. 

A No. 

Q Your offices are located close together when you 

are both in your offices? 


.A We have the same office, but we weren't in our 
offices. 

Q Where were you? 

A I was in the Central park zoo. Mr. Siegel was 
at his home. 


Q 

A 

Q 

A 

• Q 

A 

Q 

suggestion 

A 

Q 


Was that a week day? 

A week day. • • 

You called Mr. Siegel? 

Yea. • • 

Where was he, in his office? 

He was still at hone. 

Did you call him for the purpose of making 
of £ cash tender offer? 

Yes, sir. 

What led you to make that 


a 


A That vie could 
that time thinking about 


save a lot of time., iOid we were at 
another company that we were 
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really plannlns to move after. We were negotiates Kith 
that company, and Ke were planning more In ttet direction, 
and not move In the direction of Piper. 

I rather liked the Piper deal better. 

* * * 


Q What did Mr. Siegel say in response to your 
. suggestion in the telephone call from the zoo? 

A He listened to it, and said he would think about 


it. 


Q 

A 

Q 

A 

Q 

A 


When did you ne;:t discuss it with him? 

When I got back to the office. 

Was there anyone else present at that discussion? 
It was still on the telephone. 

V/huv was said in that conversation? 
v:e discussed, the advlcabillty of rocking a cash 
tender offer if we were able to purchase the 100,000 s'.rrc 
block i'ro.r' Technology Fund. 

Q lou had already discussed this, j ;«d your 
discussion advanced at all in the second conversation: 

A I a.-.gued that it would be highly advisable and 

desirable. Herb Siegel wanted to tniu- 

u to talk to some of the other 1 

directors. 

5 Were any consider.tlons discussed which might 
make it undesirable? 


A 


Yes. 
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Q • What were they? 


A Questions of whether we might buy it for less ' 
money, buy the stock for less money, if we didn»t tender. 

Ue might have an easier relationship with the Pipers if we 
didn't tender. 

Q Who raised that consideration? 

A I did, and I raised them both, I think. 




t 
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Regarding the same phone call Mr. Siegel testified 
in part at deposition, at pp. 33-35: 

Q When did you first discuss it with Mr* Gordon? 

A* Discussed the matter of the tender offer? 

Q Yes. 

A When v/e knew we were — when we actually closed 
.that — I forget the name of the Fund 
Q Technology Fund? 

A Yes* It used to be* X think* Electronics Fund. 

Wasn't it? And then it became Technology Fund? 

Q Do you recall what date that was? 

A The 22nd* 23 rd* somewheres in there* 

Q You say — V- ’ 

I will ask that the witness not look at It at 

i 

. i 

this time* | 

• l 

MR. LIMAN: He does not want you to look at 

this.- 

Q Do you recall what day of the v;eck it was when 
you first discussed the cash tender offer with Mr. Gordon? j 







I 
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A Ho, I don’t recall which day, 

' Vw believe, as I understand, that it was the 

: no tiuy that the tender offer was filed or perhaps the 
day before*? 

ft It might have been 24 hours, 43 hours, somc- 
vhtsro in there, but It was right at that time; 

Q do you recall where you wore when the discussion 
first cane up? 

ft lie called ns at ny hone, I was on the other 

phone. 

Q Where v;ar> he? 

ft I think he told uo i>e was at a zoo* 

Q What did he say to you, and what did you say 

to him? 

ft He said to no we ought — "I think wo ought to 
make a tender offer. 11 

And my first inclination was, no, I don’t think 
that is the right move, and we would discuss it later when 
I got to tile office. 

lie then proceeded to tell me what he thought 

it ’.ms a grod Idea. 

y> u; c. ».t shy? 

A lie said that he thcu.ht we cowl- gui, ; oa 
laiow, a lot of atool: in on a fast tender. 
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*MR. PSUIIOYSR: May x have that read back? 
(thereupon, the preceding ansv/er v/as read 
by the reporter) 

Q As I understand your answer, it was Mr. Gordon 
who called you from a zoo? 

A Yes, because X don't have the number of the zoo. 

Q It was Mr, Gordon who first made the su^^estion 

that e c«3h tender offer be made? 

A Yes. 





January 22, 1971 


962 A 


[Proposed by Bangor Punta and Piper] 

437, A Schedule 13-D regarding Chris-Craft's 
oash tender offer was filed with the SEC on January 23, 1969. 
Exhibit 1 to this Schedule was a copy the terms of the offer, 
dated January 23, 1969, which appeared as an advertisement in 
the Wall Street Journal on January 24, and 31, 1969. 

Amendments 1 and 2, filed with the SEC, January 24, 
1969, effected certain minor amendments in the terms of the 
cash tender offer. These amended terms, dated January 24, 
appeared as an advertisement in Barron's on January 27. 





January 22, 1971 
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[Proposed by Bangor Punta and Piper] 

438. The Schedule 13-D and the advertisements 
stated that Chris-Craft had acquired 200,500 shares of Piper. 

By the close of business on January 23, 1969, certificates 
for 164,400 shares of Piper had been delivered to Chris-Craft 
or its brokers, certificates for an additional 30,700 shares 
representing purchase transactions executed on January 8 by 

* 

Mitchell Hutchins for Chris-Craft were in the state described 
in Finding 425, and purchase transactions representing an 
additional 8,600 shares of Piper had been executed on t^e New 
York Stock Exchange on behalf of Chris-Craft. 

By the close of business on January 24, certificates 
for 196,000 shares of Piper had been delivered for 196,000 shares 
of Piper had been delivered to Chris-Craft or its brokers, and 
purchase transactions representing an additional 23,900 shares 
had been executed on the New York Stock Exchange. 


January 20, 1971 


964 A 


[Proposed by Bangor Punta and Piper] 

439. Amendment 3 to the Schedule 13-D, dated 
and filed with the SEC January 27. transmitted the text of 
the terms of the cash tender offer in "definitive form," 
that is, incorporating the amendments of January 24. 


January 20, 1971 
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[Proposed by Bangor Punta and Piper) 


440• The Schedule 13-D and the advertisements 
referred to in Finding 437 stated, 

Funds required by Chris-Craft to purchase shares of Piper Common Stock tendered pursuant to this Offer 
are est,mated to be approx.,na.ely $19,800,000. if 300,000 shares are purchased. In makingTh purSa^Ori,! 
Craft proposes to use its general funds. In December 1968 Chris-Craft obtained approximately $25,500,000 from 
a pubhc underwritten subscription offering of its 6% Convertible Subordinated Debentures Due 1989. To the 
extent add,ttonal funds arc reqmrcd, Chns-Craft proposes t 0 borrow from banks on a short-term basis. Arrange¬ 
ments tor such borrowings liavc not yet been made. 


The first reference to a loan from the PNB was made in 
Amendment 4 to the 13-D Statement, dated and filed with the 
SEC on February 10, which stated in relevant part, 


On February 3, 1969, Chris-Craft Industries, Inc. borrowed 
from Philadelphia National Bank $15,000,000 for the purpose ' 
of financing the chares of Piper Aircraft Corporation Common 
Stock tendered pursuant to Chris-Craft's January 24, 1969, 
offer. Under the terms of the Note signed by Chris-Craft, said 
$15,000,000 must be repaid on demand. 









January 21, 1971 


966 A 


[Proposed by Bangor Punta and PiperJ 

441. The statement entitled "funds available" 
and the casn flow sheet, prepared on January 24, 1969 and 
annexed to Finding 355, state that at that time Chris- 
traft had $14,000,000 available in cash (including the re¬ 
maining proceeds of the debenture sale) and that $1,600,000 
had been spent on purchases of Piper on January 23 and 24. 

In determining the "total funds available," the statement 
of funds available includes $10,000,000 described as "Conaitt- 


ment from PNB." 







January 20, 1971 
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[Proposed by Bangor Punta and Piper] 

442. Chris-Craft stated in its tender offer 
that it might make market purchases of Piper during the 
offer. Total market purchases of Piper from January 23 
through February 3 cost Chris-Craft $2,4 


January 20, 1971 
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[Proposed by Bangor Punta and Piper] 

444, Amendment 5 to the Schedule 13-D, stat¬ 
ing that Chris-Craft had acquired an additional 9,190 shares 
of Piper on the open market since February 10, was dated and 
filed with the SEC on April 8, 1969. 


January 21, 1971 
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[Proposed by Bangor Punta and Piper] 

446. On January 24, 1969, Chris-Craft issued 
Instructions to Goldman, Sachs & Co., which executed orders 
on the New York Stock Exchange for the purchase of 16,200 
shares of Piper at 62-1/2 for Chris-Craft, On January 24, 

Park Avenue Funding Co,, N.V. (a Hartwell account) exercised 
8,000 o£ its call options on Piper stock, and Issued instructions to 
its broker which executed orders on the New York Stock Exchange 
for the sale of 8,000 shares of Piper for Park Avenue Funding 
at 62 1/2. 


January 21, 1971 
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(Proposed by Bangor Punta and Piper] 

447. Mr. Siegel is a personal friend of L. 
Tannenbaum, a general partner of Goldman, Sachs & Co. 

Mr. Siegel understood him to be its head of arbitrage. 


January 21, 1971 
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[Proposed by Bangor Punta and Piper] 

448. On January 27, 28 and 30 and February 3, 
Chris-Craft issued instructions to various brokers, which 
executed transactions on the New York Stock Exchange for the 
purchase of 22,600 shares of Piper for Chris-Craft. Goldman, 
Sachs & Co. acted as the broker for 17,400 of these shares. 

Wood Struthers, W.E. Hutton, and Goodbody & Co. acted as the 
brokers for the balance of the shares. From January through 
February 3, purchase transactions executed by brokers for Chris- 
Craft on the New York Stock Exchange totalled 38,800 shares of 
Piper, representing approximately 40% of the 97,500 Piper shares 
traded on the New York Stock Exchange during this period. 


■A 




January 16, 1971 
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[Proposed by Bangor Punta and Piper] 

449. Chris-Craft 1 s cash tender offer was open 
from January 23 through February 3, 1969. 304,606 shares 

were tendered to and purchased by Chris-Craft thereunder. 



December 23, 1970 
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[Proposed by Bangor Punta and Piper) 

451. American Investors Fund ("AIF") 
tendered its entire position of 26,700 shares of Piper 
to Chris-Craft pursuant to the cash tender offer. 






December 23, 1970 
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[Proposed by Bangor Punta and Piper] 

452. In the fall of 1968, AIF had decided to 
sell Its block of 30,000 shares of Piper stock, purchased 
June 1968, in market transactions. Between October 28 
and November 12 it sold 2,200 shares. It made no sales of 
Piper between November 13 and January 16, 1969. Between 

January 16 and January 21 AIF sold 1,100 Piper shares on 
the market. 
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December 23, 1970 

[Proposed by Bangor Punta and PiperJ 

453. Chestnutt, President of AIF, testified 
at deposition, pp. 21 and 23-25, 

Q Do you recall hearing any rumors or 
gossap in the market that something was going on 
with Piper in late December of 1968? 

A At some time I did begin to hear some rumors 
about that Chris-Craft was looking at them, and to 
fix the date would be impossible at this time. I 
know that eventually we received a tender offer 
and accepted it, but when we first heard of a rumor, 

I just couldn't pin down at all. 

* * * 

♦ 

A Yes, I was looking at the stock once every week 
and probably oftener than that, and I must have seen 
the volume if it was excessive. 

Q Do you recall if you made any inquiry 


of anybody outside your firm concerning who was doing 
the buying in the Piper 3tcck? 



A 
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No. Maybe I was more impressed by the selling 
in view of the fact that we- were selling the stock. 
It seems likely that we. thought the seller was more 
important than the l.uyer. Ordinarily, if wc thought 
a buyer was more important, we would have stopped 
selling and we didn't, because we were still selling 
Q You didn't sell again until January 16th 
Between the 16th and 21st you sold 1,000 shares. 

A Apparently we were not impressed by the buyer, 
if we did find out anything. 

Q Do you have any recollection if you 
0 

inquired of any member of your staff to investigate? 
A I can remember — but the only thing is I 
don't remember the time, whether before or after 
Inis period yua arc talking about — tut I can 
remember there being a story that Chris-Craft was a 
potential buyer of stock and, as I recall, it was 
i>ort of off and on, and the story can very woil 
come through that the deal was off. i don't remember 

v>hy we resumed selling right now. it doesn't_ 

it never got on the front burner, as far as I was 
concerned, it was never a major topic of conversa¬ 
tion until the tender offer was made. 
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, Q Do you recall who it wau that told you that 

Chris-Craft was interested in the riper stock? 

A I think Mr. Greene told me. It may not have 

been ho; it might have been one of the other people 

j 

in our office. I don't believe I heard it from outside 
the office. 

Q You don't recall learning from whom 
your representative or your firm's representative 
first learned of Chris-Craft's interest? 

A No. 

i 

I 

Q Do you recall when you first learned of 
the Chris-Craft tender offer, which took place in 

January of 196*)? 

A I know that it would not have been prior to 

January 21st, because we were still selling the stock 
then, and we certainly would not have sold it at 
51-7/0 if we knew there was a tender offer at 65. 

It had to bo between January 21st and the time we 
tendered the stock. Probably a week or ten days 
before February 3rd, I suppose. 

Q Do you recall the circumstances which 
caused your resumption on January 16, 1969 of your 
sales of the Piper securities? 
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A I don't recall why wo resumed selling. It was 
probably the same reason wo were selling before, and 
wc stopped for awhile an 1 then gave up waiting and 
got tired waiting, and the stock was doing nothing, 
so we started selling again, so far as I recall. 

Q Do you recall what you had in mind when 
you were waiting? What were you waiting for? 

A I suppose we had heard these rumors about 
Chris-Croft. I am not sure. I do knew that, some¬ 
time before, I had heard there was a potential sell- 





December 23, 1970 
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[Proposed by Bangor Punta and Piper] 

454. United Accumulative Fund, Ltd., of Toronto 
tendered 26,250 shares of Piper to Chris-Craft pursuant to 
Chris-Craft's tender offer. With respect to this trans¬ 
action, Muriel Siebert testified at deposition, p. 43 , 

Q D ° you know whether or not any of your 
clients accepted Chris-Craft's tender ofer? 

A Sure, United Fund in Toronto did. 

Q Dld y ° U receive any compensation in connec¬ 
tion with their _ 

A Yea * 1 think 30. I think $5,000. 

Q W ° Uld you have any record that would reflect 

that ? 

A I don't think we mark our receipts. That was 
duringTthe time of the give-ups. 

Q Yes. 

A And I don't believe that we recorded where it 


came from. 






January 20, 1971 
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[Proposed by Bangor Punta and Piper] 

455. Accounts managed by Hartwell tendered 
19,400 shares of Piper to Chris-Craft pursuant to the 
tender offer, including 11,500 shares held by the Hartwell 
accounts that had purchased Piper stock on December 10, 1968, 
as set forth in Finding 387. Records produced by Hartwell 
of certain accounts which held Piper stock in January, 1969, 
show that these accounts held no Piper stock after February 3, 
1969 through September 1, 1969, except for 1,500 call options 
held by Park Avenue Funding Co., N.V. 




March 10, 1971 
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[Proposed by Bangor Punta and PiperJ 
*56. Thirty-seven custody accounts managed by 
Chase held a total of 21,030 shares of Piper stock on 
January 23, 1969. Thirty-two of these accounts tendered 
a total of 15,530 shares to Chris-Craft pursuant to its 
tender offer. 


January 20, 1971 
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[Proposed by Bangor Punta and Piper] 

458. Between January 23 and February 18 
Tech Fund placed a number of buy orders for Chris-Craft 
securities with Mitchell Hutchins, who acted as Tech Fund's 
broker for all purchases of Chris-Craft securities. 


V 



A. 


January 20, 1971 
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[Proposed by Bangor Punta and Piper] 

459. Mr. William.' testified at deposition, 
at pp. 135-136, 

Q Did you have any conversations wiu, ,, 

j % ii« 

in your company suggesting that Mitchell-Hutchins 
should be given the order in«consideration of their 
having brought Chris-Craft to you as a customer for 
the Piper block? 

A I don't recall. 

% 

Q You have no recollection of that? 

A No, I don't have any recollection of that. 

Q Ever recall discussing with Mr. Hawkinson 

the fact that Mitchell-Hutchins had done you people 
a good deed by bringing Chris-Craft to your attention? 

A I don' k recall. 

Q You don't recall that. 

You don't recall Mr. Hawkinson mentioning 

that to you? 

A I don't recall. 

Q Do you recall any conversation you had with 

members of your Trading Department suggesting that 
Mitchell-Hutchins be given this order in light of 








1 


V 


964 A 

the fact that they had brought Chris-Craft to you as 
a customer, or that consideration at least be given 
to that? 

A I dcn't recall. 

Q Wouldn't that have been your function, m, 

Williams, as a member of the Investment Committee and 

i • 

as someone who dealt with Mitchell-liutchins people, 
to throw some business their way in consideration of 
their good turn? 

A Could have been. 

Q Wasn't it in fact? 

A Yes. 






January 21, 1971 


985 A 


[Proposed by Bangor Punta and Piper] 

460. Tech Fund bought Chris-Craft common 
stock in amounts ranging from 2,000 shares (on January 31) * 
to 7,300 shares (on January 24), on eleven of the eighteen 
trading days from January 23 to February 18. Tech Fund 
bought Chris-Craft $1.40 preferred stock, in amounts ranging 
from 100 shares (on February 24) to 2,500 shares (on February 
19), on ten of the fourteen trading days from February 4 to 
February 25. Tech Fund paid from 49.024 to 54.444 per share 
of common stock and 47.674 to 53.610 per share of $1.40 
preferred stock (including commissions)• 




January 20, 1971 
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[Proposed by Bangor Punta and Piper] 

461. Two investment companies managed by IDS, 
Investors Mutual Fund, Inc. (Investors Mutual) (one of the 
holders of Chris-Craft's 5-3/47. Notes referred to in finding 
361A) and Investors Stock Fund, Inc. (Investors Stock), began 
purchasing Chris-Craft's common stock and $1.40 preferred 
stock on January 14, 1969. 



January 20, 1971 
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[Proposed by Bangor Punta and Piper] 


462. Wesley Wadman (a Minnesota resident), 
who in 1969 was the portfolio manager of a portion of Investors 
Mutual, recotnnended its purchase of Chris-Craft securities in 
January 1969. He had a loug association with the management 

of Chris-Craft, predating Mr. Siegel's association with Chris- 
Craft. 

Mr. Wadman testified at deposition, at p. 14, 


I have met Mr. Siegel on several occasions and a 
gentleman by the name of Lon Gordon. Those are the two 
primary contacts. I have met several others in the organiza- 

tion. I guess there is a Kr. there and a Kr. Hopkins 

on the Vest Coast. • 


Mr. Wadman met with Mr. Siegel on October 30, 1968. 
At deposition, Mr. Wadman did not recall the substance of the 
meeting. 





January 20, 1971 
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[Proposed by Bangor Punta and PlperJ 


463. Mr. Wadrnan testified at deposition, at pp. 17-19, 


Q Are you acquainted with any of the personnel at 
Mitchell Hutchins Company? 

A Yes, I am. 

Q With whom are you acquainted? 

A ..ith specific reference to Chris-Craft it would. ' - 

Roger Spencer, and other members of the firm, also. 

Q Do you know Mr. Coleuan in the Chicago office? 

A No, that name doesn't ring a bell. 

Q Do you know Mr. Cooney? 

A I know Mr. Cooney, yes. He covers our account. 

Q Do you know Mr. David Ralph? 

A The name doesn't ring a bell. 

Q Do you know Mr. Burns? 

A No. I have met several members of Mitchell Hutchins 

at various times in visits to their office. Their names I 
do not recal?. The ones I deal with, basically are Mr. Cooney, 
who covers our account and Roger Spencei- of Chris-Craft. 

Q you recall having any conversations with Mr. Spencer 

about Cnris-Craft? 

A Yes, I know I have had 


conversations v/ith him. 




Q 
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Do you recall the first time 


you had such conversation 


with Mr. Spencer? 

A No, I don't. 

Q Y/ould it have been after the merger with Baldwin-Montrose 
and Chris-Craft? 


A I would cuess it was but I couldn't swear to that. 

Q Do you recall having any conversations with Mr. Spencer 

or about the tine that you saw the debenture prospectus? 

A I suspect I did because I was listening to Mr. Spencer 


approximately at this ti 


e because he was recommending the 


stock, if I recall correctly. 


:*> you recall anythin- that he said in connection 

: n:lnj the stock? 

/ :;o, just a General recollection that he lik„ d the 

r.tock, obviously. 

Do you recall Hr. Spencer advising you that he j_.c 
arned that Chris-Craft had considered selling th , c., . 
Division? 

No, not specifically. 

0 00 y ° U reca11 Itr - Spencer telling you that Chris-CY 

intended to expand its business primarily by means of 
acquisitions? 

A Ke nay have, blether he told me or whether that 
conclusion I came to myself, based on discussions with 
management, I don't know. 
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Mr. Spencer testified at deposition that the IDS 
funds had purchased Chris-Craft securities on his recommenda¬ 
tion. 






January 20, 1971 
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[Proposed by Bangor Punta and PiperJ 

464. On or before January 3, 1969, Mr. Wadman 
decided to recommend that Investors Mutual and Investors 
Stock purchase Chris-Craft securities. He made such recom¬ 
mendation in writing, dated January 3. Mr. Wadman testified 
at deposition, pp. 90-91, 


Do you recall any conversations with anyone at or . 

this time where 11. waj, suggested that purchase of Chris-Cr •, 
securities should l>e accomplished quickly? 

A No - 1 thlr,l: this °®y bove been a conclusion of oy 0 ,n. 

possibly, based on the fact that they had 36 million doll rs 
on hand. 

6 Do you know when Chris-Craft acquired the major port;, a 
of that 36 million dollars? 


A The major portion came, I believe, 
offering. 


through the de'oonturv 


0 Do you kno when Chris-Craft obtained the proceeds o 
its debenture? 

A No, I don’t. 

3 Did you kr.ov at that time? 
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A To the besm my knowledge, no* You are referr in •. j 
the exact date they had the cash in hand, so to s:'* 1 * 

i 

Q Yes. 

i 

! A No. 

Q If I tell y v. that the proceeds v/ere available 
Ohris-Craft on December 30 m or December 31st, does that 

; refresh your recollection as to any conversations you nay have 
had? 

A I may have been aware of it at that time. 

Q But you don't recall that anyone told you at or about 
that time that Chris-Craft v/as contemplating any major 
acquisitions? 

A Ho. I assumed they v/ere. 

Q You assumed they v/ere? 

A 'dell, as I say, my premise for investing was a combination 
oi' one, that they were going to expand in the leisure time field 
and two, they now had 36 million dollars with which to do it. 

It v/as a very logical assumption, from my standpoint. 
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Mr. Wadman's written evaluation dated January 5, 


1969 stated in part. 


At 

our 

ndlng August 31 


$41 3/4, Chris-Craft Is selling at approximately 21 times 
estimated earnings of $2.00 (fully diluted) for the fiscal year 


His further written comment with regard to Chris- 
Craft securities, dated January 10, 1969, stated in part, 


^i^cT^rc i s2 -°° ° f tuu * dtiuted 

believe that Chris-Craft at the current price of $39 1/4 offers an attractive 

opportunity to participate in the grou-ing business of leisure time. Purchase 
is recommended. 
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December 29, 1970 


[Proposed by Bangor Punta and Piper] 

465. Investors Mutual and Investors Stock pur¬ 
chased an aggregate of 28,300 shares of Chris-Craft common on 
the New York and Pacific Coast stock exchanges between January 
14 and January 23, 1969. They bought a total of 53,900 shares 
of common on the New York Stock Exchange in transactions on 
(or dated as of) January 23 and 24, represented 53% of the 
102,300 shares traded on the New York Stock Exchange on these 
two days. By January 31 the two funds had purchased 94,600 
shares of Chris-Craft common stock md 25,700 shares of Chris- 
Craft $1.40 preferred stock. The prices paid ranged from 40-1/4 
to 54. The two funds paid a total of $6,034,774.68. Mitchell 
Hutchins acted as broker for both funds on all these purchases. 
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[Proposed by Bangor Punta and Piper] 

466. On January 27 (in a transaction dated as of 
January 23) the Progressive Fund, also managed by IDS, bought 
9,000 shares of Chris-Craft common at 54 through Mitchell 
Hutchins, for a total cost (including commissions) of 
$488,844.60. 







January 6, 1971 
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[Proposed by Bangor Punta and Piper] 

467. Two investment companies managed by 
Keystone, Polaris Fund and Keystone Low Priced Common Stock 
(S-4) Fund, began buying Chris-Craft common stock on January 
20, 1969. By the close of February 27th, the two funds had 
purchased a total of 86,700 shares at prices ranging from 
44-1/4 to 55-3/4 for a total consideration of $4,479,590.91. 





January 21. 1971 
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* 


* 



468. David Greene (a Massachusetts resident), 
the manager of the Polaris Fund, recommended in writing on 
January 16, 1969 that Polaris purchase Chris-Craft securi¬ 
ties. His reasons were, 


On the basis of general demographics and th.e at fluency of our society it is quite oV'’ 
that the amusement and leisure time areas should realize unusual growth over the ye. 
come. Chris Craft is one of the major companies it; the boating area and should ner.e:' 
fully. The company is attempting to create a pure leisure time entity out of its are.- 
business and all of its non recreational operations will be sold. In order to fur.her •".* 
objectives the company has available to it well over $40 million in cash. J beli v. 
the estimates shown in the research department comments are conservative and it is cc - 
ceivable that they will be at least 15% better than those stated. There is little doibi 
in my mind that the market will begin to notice the potentials of recreational type com¬ 
panies over the very near future and therefore multiple expansion in these issues is an 
excellent expectation. Purchase. 


Mr. Greene testified at deposit, n that prior to 
January 16, 1969, he probably had conversations with a person 
or persons at Mitchell Hutchins. He further testified, at 
p. 30, 


r 
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Q Do you regularly talk with people at Kitchen 

Hutchins? 

A- I used to speak to one individual at Mitchell 
Hutchins. 

Q Who did you speak to? 

A. I can't recall his name. It will come to me. Dave 
Ralff. 

Q Mr. Ralff? 

A. Yes, R-a-l-f-f. 
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tc. 


[Proposed by Bangor Punta and Piper] 


469. With regard to the purchase recommendation 
quoted in Finding 368, Mr. Greene testified at deposition, 
at p. 9, 

Q Do you recall how that came about that that document 
was prepared? 

A. The document is just a corollary of Mr. Buneman's 
recommendation and is generally a situation where 
I agreed with the Analyst and therefore it is 
included or added to the Fund at that time. 

The same purchase recommendation contains, under the 
heading "Research Department Comments," the following analysis 
of Chris-Craft, prepared by Tim Bueneman, a Keystone research 
analyst: 


Chris Craft, the largest manufacturer or pleasure boats (motorboats , 

) U recommended for addition to Polaris. Attraction lies in the foll^g". 


1) T 


2 ) 


3) 


ihe company is demonstrating a change in corporate philosophy. The cornanv U 
selling its non-recreation-oriented operations (chemicals, auLo carpets' etc *) - P d 
redirecting its efforts totally toward the leisure field. ? ’ ' /“ d 


IS Wil1 acquisitions. The financial strength is unquestioned: ‘ ici 

$4° million in cash (and *19 million coming from the sale of tnJ chemical div on > 
Chris Crate represents $42 per common share in cash‘(current nr ice J s V,'i) \ 

recent prospectus stated that the fundrVTceiVeTlTom the underwrltinp would a, 
the r i0n Witn t ‘‘ rLher acquisitions. . ." Management has explicitly mentioned 
and bating? 8 intCrGSt: moti ™ P^tures, TV stations, hotels, marinas, 

been t nr ial a t K r T° Und potenLi:i1 exists in the boat division. This division his 
been plagued by low margins (32 after taxes last year) and production delays 

Management announced yesterday the appointment of two"former CM executives“ n. .i 
sales this vea^ wil’ 3 !i e production P^ts). The Company believes the division's 

"SSid Liz :£“ 4 *'° “ ;uira ««• e,,f 
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4) Although the Company may trade on a "concept" basis, earnings should improve sub¬ 
stantially this year. Estimates for the current fiscal year (<!/bS-) range fum :)2.3C 
($1.70 fully diluted) to $3.00 ($2.30 fully diluted). If management attains civ isle 
sales and margin targets, it is conceivable that the Company could earn $3.51-$'3.70. 
In view of this potential—and the good first quarter ($.73 vs.$.51) — I would be 
inclined to agree with the higher estimate. (Estimates assume no acquisition). 

Chris Craft is strongly recommended to Polaris for participation in the projected growtl 
leisure time and disposable income. 


The same comments of Mr. Bueneman are appended to the 

written recommendation that the S-4 Fund purchase Chris-Craft 
securities. 

Mr. Greene testified at deposition, at pp. 12-14, 

0 , (By Mr. Barrett) I direct your attention to the 
paragraph, Reason for Addition, which you signed, 
which contains the sentence, "In order to further 
its objectives the comoany —that's Chris Craft— has 
available to it well over $40-million in cash." 

Do you recall writing that statment, Mr. Greene? 

A. I don't recall writing it. However, obviously I 
wrote it. 

Q Do you recall the source of your information? 

A. Yes. Mr. Buneman, most likely. 

Q Do you recall whether the source of this information 
may have been some published record Mr. Buneman 
had seen? Did he show you any such thing? 








1061 A 


A. 

Q 


A. 

Q 


-A. 


I don't recall. 

You don't recall? Would It have been a part of Mr. ’ 

Buneman's duties to contact theofficals of a company 
which you were considering making an investment in?*” 
Yes, it would be. 

*wl_«.ould it have been possible that he contacted 
Chris Craft during this period? 

I would think so _ 

MR. AUSPITZ: Objection. 

MR. BARRETT: What’a 

wnat s the ground of your 

objection? 

MR. AUSPITZ: Speculation on the part of 
this Witness. 

(By Mr. Barrett) But It was part of his duties to 

take such an Investigation prior to coming to a 

ecommendatIon, coming to you with a recommendation? 

Yes. Well, let's put it this wav that- 

mis way, that one would 

generally have contact with the management of the 

company whose Issues we were considering as a 
purchase. 


MR.MOORE: May I Interrupt a minute? 
I'd like to ask a question. 

Would you not also, however, buy a security 
recommended by an analyst even though he had 
not talked to management? 
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WITNESS GREENE: Yes. But only In this easd 

obviously, there would be another prerequisite 

... — / ~' 

that would come Into play, that I may know 
management myself or someone who I may know 
knows management, and therefore I have some, 

I can make a value Judgment as far as management 

Is concerned. _ ._ 

(By Mr. Barrett) Was that the case, Mr. Greene, 

In this particular case? 

As I told you, I can’t remember. 

Do you remember that Mr. Buneman did not have any 
contact with Chris Craft? 

I don't recall. 
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[Proposed by Bangor Punta and Piper] 

470. Mr. Greene's sane purchase recomnenda- 
tlon, quoted In Finding 368 , In accordance with Keystone'* 
Internal procedures, was approved by Keystone's Executive 
Committee. The date "1/19/69" Is written after the signa¬ 
tures of two of the three Committee members signing the 
recommendation, G.H. Ellis and W. Godfrey. January 19, 
1969 was a Sunday. 
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[Proposed by Bangor Punta and Piper] 

472, American Investors Fund purchased 22.500 

__ __ > ' 

shares of Chris-Craft common stock and $78,000 principal 
amount of Chris-Craft's convertible debentures on the 
New York Stock Exchange between February 7 and February 13, 
1969. American Investors Fund decided to invest in Chris- 
Craft because of the price performance of the stock. In 
the period January 14 through February 7, 1969, three in¬ 
stitutional investors had purchased Chris-Craft securities 
as set forth in Findings 458 through 471 and 475'. American 
Investors Fund's computer rated Chris-Craft stock as one of 
the strongest stocks around at the time it was purchased. 
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[Proposed by Bangor Punta and Piper] 

473. From November 1, 1968 through January 13, 
1969 ("the earlier period"), Chris-Craft common stock prices 
on the New York Stock Exchange ranged from 35 to 41-3/4. The 
average daily volume was 7,490 shares. The average closing 
price was $38.92. Daily volume exceeded 10,000 shares on 
eight of forty-three trading days. During the same earlier 
period, Chris-Craft $1.40 convertible preferred stock prices 
on the New York Stock Exchange ranged from 34-1/8 to 40-3/4. 

The average daily volume was 1,350 shares. The average closing 
price was $37.16. Daily volume exceeded 2,900 shares once. 
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(Proposed by Bangor Punca and Piper] 

I 

474. From January 14 through February 14 ("the 
later period"), Chrla-Craft common stock prices on the Mew York 
Stock Exchange ranged between 39-7/8 and 58-1/4. On February 
11, the stock reached a high of 58-1/4, 49*77. over the average 
closing price for the earlier period. Average volume during 
the later period was 23,400 shares, three times the average 
daily volume for the earlier period. Daily volume during the 
later period exceeded 10,000 shares on eighteen of the twenty- 
three trading days. During this same later period, Chrls-Craft 
$1.40 convertible preferred stock prices on the New York Stock 
Exchange ranged between 40 and 58. On February 11 the stock 
rose to a high of 58, or 56,1% over the average closing price 
for the earlier period. Average dally volume was 3,130 shares 
during the later period, or two and one-third times that of the 
earlier period. Daily volume exceeded 2,900 shares on ten of 
the twenty-three trading days. 
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[Proposed by Bangor Punta and Piper] 

475, As the following table shows, purchases of 
Chris-Craft securities by institutional Investors as set forth 
in Findings 458 through _472 constituted 43.1% of total New York 
Stock Exchange trading in Chris-Craft common and 41.2% of $1.40 
convertible preferred during the later period, when prices and 

volume increased as set forth in Finding 474._< The percentage 

of such fund purchases on individual days during the later period 
was as high as 93.57. for the common and 100% for the $1.40 con¬ 
vertible preferred stock. 
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December 7, 1970 

Table showing daily and total amounts of purchases of Chrls-Craft 
Securities by American Investors Fund, Technology Fund, Investors 
Diversified Services and Keystone Funds over the New York Stock Ex¬ 
change. Sources for the purchases arc the internal records of the 
respective institutions, and confirmation slips of Mitchell, Hutchins 
& Co., Inc. for Technology Fund and Investors Diversified Services. 

[Note: The Chris-Craft coumon stock is also traded on the Pacific Coast 
Stock Exchange. Purchases totalling 13,200 shares, known to have been 
made on that exchange by Technology Fund and Investors Diversified 
Services, have been excluded.) 


1969 

Amount of 
Fund 

Purchases 

★ 

Volume 

NYSE 

C 

* 

~v 

losing 

Price 

Amount of 
Fun’d 

Purchases 

•jf 

Volume 

NYSE 

C 

X I 

losing' 
’rice 

Jan. 13 

-0- 

9,700 

-0- 

40 

-0- 

1,000 

-0- 

19 



8,500 

17.6 

41 1/2 

-0- 

2,000 

Jll 

40 

Jan. 15 


38,600 

-0- 

43 7/8 

-0- 

2,400 

K9 

42 5/8 

Jan. 16 

IDS 14.300 

34,100 


44 7/8 

IDS 4,400 


93.6 

44 1/2 

Jan. 17 


8,300 


44 5/8 

IDS 2,600 

2,500 

++ 1 

100 + 

-*4 1/4 

Jan. 20 

IDS 6,700 

KF 4.800 

11,500 

24,400 

H 

48 1/2 

IDS 1,500 

■ 

28.3 

47 

Jan. 21 

-0- 

78,100 

■a 

49 7/8 

-0- 

4,400 

-0- 

48 3/4 

Jan. 22 

-0- 

12,000 

-0- 

48 3/8 

-0- 

3,300 

-0- 

47 3/4 

Jan. 23 

IDS 37,900 
TF 6.400 

44,300 

61,500 

72 .0 

51 1/2 

IDS 5,200 


82.5 

50 1/2 

Jan. 24 

IDS 16,000 
TF 7.300 

23,300 

40,800 

1 

■ 

IDS 3,100 

6,400 

48.4 

50 3/4 

Jan. 27 

IDS 3,500 
TF 2.700 

6,200 

14,100 

44.0 

51 3/4 

IDS 2,300 


47.9 

50 7/8 

Jan. 28 

IDS 5,000 
KF 9,900 

TF 4,800 

"19/700 

28.300 

1 

■ 

IDS 3.400 

6.300 


H 


* As reported by The Uall Street Journal 
and Francis Emory Fitch Incorporated. 


*+ The available records show IDS pur¬ 
chasing 100 more shares than were 

tr.~.!cd. _ _- _ _ 
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COMMON $1.40 PREFERRED 


1969 

Ian. 29* 

Amount of . 
Fund 

Purchases 

V t 

Volume 

NYSE 

X 

* 

Closing 

Price 

Amount of 
Fund 

Purchases 

Volume* 

NYSE 

X 

* 

Closing 

Price 

[DS 5,600 

KF 8,300 

rF 2.400 

16.300 

19,700 

82.7 

51 7/8 

IDS 1,200 

2,100 

57.1 

50 7/8 

Ian. 30 

IDS 2,700 

KF 13.000 
15,700 

16,800 

93.5 

50 

IDS 2,000 

5,100 

39.2 

48 1/2 

Ian. 31 

KF 5,700 

TF 2.000 

7.700 

8,700 

88.5 

48 5/8 

-0- 

2.500 

Baj 

47 3/4 

'eb. 3 


5.200 

61.5 

47 7/8 

-0- 

1.000 

H 

47 1/8 

r eb. 4 

KF 2,900 

TP 2.100 

5.000 

10,300 

48.5 

51 

m 

■ 

90.0 

50 1/4 

Feb. 5 

■1 

10.400 

22.1 

52 3/8 

RUMS 


33.3 

52 

Feb. 6 

KF 11,800 

20,300 

58.1 

RR 

TF 500 

2,900 

17.2 

52 3 It 

Feb. 7 


34,400 

45.8 

55 1/2 

-0- 

1,500 

H 

54 i/; 

Feb. 10 

No Trading 

-0- 





■ 


Feb. 11 

1 

o 

1 

22.400 


56 3/8 

-0- 

1.600 

E9 

55 3/8 

Feb. 12 

1 

A1F 12.300 

17.000 

72.4 

54 7/8 

-0- 

200 

■ 

53 3/4 

Feb. 13 

TF 5,300 

AIF 9,000 
14.300 

18,600 

76.9 

54.1/4 

■H 

HH 

100 

53 1/2 

Feb. 14 

TF 3.400 

m 

64.1 

54 3/8 

-0- 

400 


53 1/2 

Jan. ! 
TOTAL 

4 through Fel 
231,800 

. 14 
53T.800 

43.1 

• 

29,700 

72,100 

■ 



* As reported by The Wall Street Journal 
and Francis Emory Fitch Incorporated. 
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[Proposed by Bangor Punta and Piper] 

476, The purchases of Chris«Craft c om mon 
stock by four Institutional Investors between January 14. 
and February 14, shown on the preceeding table, totaled 
231,800 shares, or 17% of Chris-Craft's outstanding common 
stock (1,355,857 shares). 
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[Proposed by Bangor Punta and Piper] 

480, The record date for Piper's 1969 annual 
meeting vas January 3, 1969. Chris-Craft obtained proxies 
to vote some of the shares it purchased pursuant to its 
eash tender offer, all the shares purchased from Technology 
Fund, and some of the shares purchased on the market through 
Account 100. 


/ 


( 
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(Proposed by Bangor Punta and Piper] 

481, Chris-Craft sought and obtained proxies 
in order to be able, by cumulative voting, to elect as many 
representatives as possible to the Piper board of directors 
at the Piper annual meeting, convened on February 4, 1969. 
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[Proposed by Bangor Punta. and Piper] 

482, Not later than February 7, 1969, Chris- 
Craft began preparation of the necessary documents for an 
exchange offer of its securities for Piper comnon stock. 
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[Proposed by Bangor Punta and Piper] 

483. The minutes of a meeting of the Board of 
Directors of Chris-Craft held February 7, 1969 contain the 
following; 


"A discussion was held on the desirability 
of an exchange offer to the holders of the 
common stock of Piper Aircraft Corporation fo.'* 
additional shares of such stock in exchange for 
a series of Preferred Stock and Warrants of this 
Corporation. After a full discussion, it was 
determined that the action of Vice-President, 

C. Leonard Gordon in commencing the preparation 
of appropriate documents for such an exchange 
offer be approved but it was the consensus that 
no definitive action be taken at this time." 
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[Proposed by Bangor Punta and Piper) 

484 * On February 14, 1969, the Board of 
Directors of Chris-Craft declared the advisability of making 
an exchange offer for Piper common stock of a new series of 
preferred stock and warrants to purchase common stock, the 
dates, terms, provisions and conditions to be determined 
thereafter by the Board. Mr. Siegel was given the authority 
to not proceed with the exchange offer, or to accept over 
300,000 shares of Piper if more than that number were tendered. 
The Chris-Craft Board also authorized the filing of an appropri¬ 
ate registration statement with the SEC. The registration 
statement and preliminary prospectus for the exchange offer 
were filed with the SEC on February 27, 1969. 
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[Proposed by Bangor Punta and Piper] 


485, On May 12, 1969, the Chris-Craft Board of 
Directors passed the following resolution:' 


RESOLVED, that all action taken by or on 
behalf of this Corporation by any officer or 
agent thereof in connection with the Exchange 
'Offer including, but without limitation, pur¬ 
chases of Piper Common Stock totaling 556,206 
shares thereof of which 304,606 shares were 
purchased pursuant to a cash offer to holders 
of Piper Common Stock at $65 per share net and 
101,100 shares were acquired in a negotiated 
transaction at $65 per share and 150,500 shares 
were acquired in the open market be, and are 
hereby approved, ratified and confirmed as the 
. act of this Corporation. 
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[Proposed by Bangor Punta and Piper] 

j 

487. The record of Mr. Siegel's telephone calls 
shows that during February, March and April, 1969 he had con¬ 
versations with Roger Spencer on February 3 and 5, March 5, 11 
and 24, and April 11, 2^ and 30; with Edward Burns on February 
7, March 10, 18, 19 and 21, and April 24; and with Mitchell 
Hutchins on March 24 and 25. Mr. Siegel met with Roger Spencer 
on April 11. 
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[Proposed by Bangor Funta and Piper] 

488. Between March 18 and April 1, 1969, 
Chrls-Craft Issued instructions to Mitchell Hutchins, which 
executed orders for the purchase of on the New York Stock 
Exchange a total of 9100 shares of Piper common stock for 
Account 100, for a total cost of $648,357.26. Chris-Craft 
thereafter paid for this stock and received delivery of the 
certificates therefor. 
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[Proposed by Bangor Punta and Piper] 

489* Chris-Craft had outstanding orders to 
purchase Piper stock until April 7, 1969. 
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[Proposed by Bangor Punta and p lperJ 

490 ’ At th * meetlng Wlth re Presentatlvea of the 

;; 7 1 7> l9M * — ‘ * - Chrfs.cr.ft finding «. 
Mr. Siegel advised the staff of the SEC h, , 

cne SEC th *t Chris-Craft 

r:—- --—- - 
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[Proposed by Bangor Punta and Piper] 

491* On April 7, immediately following the meeting 
with the SEC, Mr. Siegel ordered Mitchell Hutchins to cancel 
Chris-Craft 1 s outstanding order to purchase Piper stock. 
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[Proposed by Bangor Punta and Piper] 

492* Wesley Wadman of IDS telephoned Herbert 
Siegel on April 8, 1969. Mr. Siegel told him some of what had 
transpired at the meeting with the SEC, Including the fact that 
the SEC had warned Chrls-Craft not to make any further purchases 
of Piper during the pendency of Its exchange offer. Wadman's 
notes of telephone conversations contain the following: 


"Roger Spencer/Mitchell Hutchins 4/8 

Chrls-Craft 
Regn out 4/12 

2.50-3.00 Est prediluted - may cut slightly. 


"Herb Slegel/Chr-Craft 

meeting at SEC - SEC will get tough 
with both sides - Siegel thinks he will 
win - Piper action 'unheard' of - ■ fraud." 
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[Proposed by Bangor Punta and Piper] 

493. Mr. Madman's notes Indicate that on 
April 8 and 14 19$£ he and Roger Spencer discussed by 

telephone Chrls-Craft's pending exchange offer for Piper, 
and the SEC in connection with Piper. 


r 
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January 22, B71 

[Proposed by Bangor Punta and Piper] 

494. Thomas Williams of S.I.S. and Tech Fund 
learned that the e EC had ordered Chris-Craft to cease its 
market purchases of Piper. He testified at deposition that 
he had no recollection of when he learned this. 








f 
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[Proposed by Bangor Punta and Piper] 

f' . 

_ 49 5 ^ Mr * Wllllans testified at deposition, at 

PP. 275-277, regarding a conversation with Soger Spencer, 


0 Do you recall telling .Mr* whins oi that ' 

you had received information which led you to " : 

believe or to calculate that the Chris-Craft »a. 

solng to make an additional tender or exchange 

and that this had been confirmed by Mitchell- :! 
Hutchins? -i.'rW'i 


A X do recall some conversation, I don't ■ ' 
recall when, but there were conversations that - Jj 
yes, I do recall something about that. 1 do 
recall conversations. 1 don't know. 'l can't " 4 > 
Pinpoint the time, and I mean within a wide rang. 3 

Of tima. 


of tin*. 

Q Yes. 


■ ■ , . .** i 

1‘hat ta.ure was a QQnveruation with 7 '1 

. . _ -•* i* z *££&&& 

(Ut china- ..__ • 


• ■ da ] 

> j 

' ' • : r 4 


Mltchell-Hutchins, soecifloaily Aogsr S 


9 
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there would be an offer by Chris-Craft in the 
$85.00 end. , 

Q Yes? 

A And again this covers a wide time frame 
here. I don't recall when that was.but there was 
a subsequent Chris-Craft offer that didn't come 
close to that. 

Q Do you recall asking Mr. Spencer what 

the basis of that information was? 


Q Were you curious as to how Mr. Spencer 
knew that Chris-Craft was going to be making such 
an offer? 

A Yes. 

Q Wouldn't it have been important for you 

to know the basis of that before acting on that 
Information? 


it up. 


1 didn't think Mr. Spencer dreamed 


I understand that. Wouldn't it have been 


important for you to know the basis of that in¬ 
formation before acting on that? 

A I suppose so. Yes. 




Q Does that refresh your recollection that r*'. 

-- . 

% • , » 

you asked him what the basis of that information ' 






ie§T* 


it your understanding that Hr., 
that information based upon conversations 
suasions ha had with people at Chris 
A That was certainly an implied 

certainly an implied recommendation 

Q And that 


that 


was your understanding? 


you acted upon that? 
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[Proposed by Bangor Puhta and Piper] 

[ ) 1 

‘_April 17 and 18, S.l.S. directed its 

traders to buy for two of its funds. Supervised Investors 
Growth Fund ("Growth") and Supervised Investors Suoartt Fund 
("Sunmit"), 20,000 and 8,000 shares of Piper respectively at 
not more than $70 per share. 
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[Proposed by Bangor Punta and Piper] 


497 , Regarding the decision to purchase Piper, 

—_J 

Mr, Williams testified at deposition, at pp. 253-256 and 262< 


It was an arbitrage situation# X believe. 


if X remember properly» Piper was selling at a 


discount# a fairly substantial discount to# X 


Chris-Craft# and as X recall the situation we were 


capitalising on the arbitrages that existed, 

Q Did ybu have any discussions with anyone 
at Christ-Craf^ at that time relating to the price 


Not that X recall 







f ■ . J. • 


1030 A 

How were you aware of the price 


■ ■i; 


Chris-Craft was purchasing Piper stock at^H : ' ; . t 

A 2 don't recall specifically. 'fe: 

0 But you do recall specifically that It watfl ; 

selling at a discount? ; - : - :: :r' 


.. • v. 

•« 

■ ■ > * 
f *» * 


A No. 2 don't even specifically recall tfcat^|S./ 
Q What is your testimony now? 

A Either — either we thought there wouldplf V 
be a subsequent offer or there was an existing offer ' 
at that time that would be at least as good as the 
original tender offer, 

• '•* «/ *'j •*’ 

0 Upon what do you base your earlier 
testimony that the Piper stockwas selling 'at * ; ' 
disoount? 

t 't * • « ?• ' .•» • ... 

- , ~ ' ee*.***' , ,*/ • -|r <+t*r • 

a- Hall, eventually It ... selling at a 
discount to several arbitrages. 


decision? 


But at this time, at the time you made this 


Well, as I recall — 2 must have been 


confused, because I am not sure there was an existing— 

I am not sure there was an existing tender offer at 
that point. 

Q Yes. Does that now refresh your recollec¬ 
tion that you had discussions witli someone at 

* 

» \ 

Chris-Craft concerning the price that they were 
paying for Piper stock? 
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Hoy else would 


■ation? 


No,sir* . 1031 * ;•* j 

Hoy else would you have gotten auchlnfor^W S 

• . ■ . *» >v I* 

. . ‘ j£v- " k 

I an not aura that I had any information- / ... 

• . ■ . . **VV> fv; ’ . 4 


.. ••, , -r 
: -• ** ♦ 


^ ■- '?■■■■ . ! 


to that axtant. After all, their firat tender off.'I 
waa, aa I recollect, not that successful, so 'j; 

whatever aubaequent tender offers there had to ba, ; 
they had to be at a higher price* • 

__5_ __??• W . Alllaia ®» with specific reference now 

to your testimony that the discussion at r the ~~ 

investment committee arose in the context that 1 

Chris-Craft was buying Piper stock ,at a discounted 
price — 

A I didn't 8ay that. 

Q Z think that was precisely your testimony* 

. • I 

A I hope it wasn't, because it isn't so. 

Q Do you now have wo recollection that you' 

had information that Chris-Craft was buying the 

Piper stock at a discounted price? 

* # * ’ f 

A No,sir, I never said that* 

:• '"kiP 

Q You have no such information? , 


To the best of my knowledge I never said 


that. 


Q I see. Would you try again to relate the' 

I 

context at the investment committee meeting in 
which the decision or question of whether to pur¬ 
chase Piper 8" " 


LvW.W I <»TTrJ 










1032 A 


A The Piper stock, as I recall, waseelllnj 

- .\ > yv• 

' * .* . ? . * ' . r . 

below a price at which we^thought someone either -V y- 

y ■ r.Vf;’ 

W ai tendering for or would tender for that stock*... v 
Q „ What was that price?- Do you recall? . 

A I believe it was around the 65 level.. ^ 


•• • % • *•.- 


X can't be more definitive than that. 

* * . 4 

MR. MYERSONi Off the record a second,*-- 

v * : •>J . 




(Discussion had off the record.) *: *■*>.''■* 




MR. MYEhSONt Back on the record. 

a I will show you. Hr. Williams, Exhibit 

11 to Mr. Havkinson's deposition, and ack you if 

♦ 

1 . » * * 

* that refreshes your recollection as to the price 


that Piper was selling at at that time? 


... 'k •• 


A Yes. , •*: 

Q That exhibit indicates, does it not, that v 

as- of April 23rd, when your fund3 began purchasing 
the Piper stock, they purchased it at $67.00 a 
share? 

A Yes. 

Q Now, is it your testimony that you had 

Information concerning a tender offer at that tine ( 

. • ‘' ; - : vy 

i'i • . | 

which indicated that the tender price *au hl'j .«r 


than thatprice? 


Ho,sir. That's not my testimony. 


-Mr 
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— * *—«**» riper nad bad — Chris-Craft 
had had a relatively unsuccessful tender offer. 1 
wouldn't even eay that. They ended up with a 
minority position and on the basis of Chris-Craft 
holding a minority position in Piper, we felt that 
that was not. X felt that that was not the, that 
they wouldn't stop there, certainly, but that 
they had to pay higher prices to be successful in 

their gaining control of Piper. 

• • 

Q Wiat was the basis of your information 
that they had had an unsuccessful 


-v - - a minimum-maximum sort of a 

thing, and X don’t even think the maximum amount 

would have given them 50 per cent. I think it 

vae something short, and X don't definitely recall 

*hat the results of the tender offer were, but it 

seems to me like the initial tender offer was 

very unsuccessful. 


l 



6 . 


4 ■ 


4884 A 



vhara 414 ro» «.t title lalina* 


tion? 


the extent that 


offer ended sometime before that. Z don't recall 
where X got the specific information that the 


tender offer was essentially unsuccessful, I don't 


recall how unsuccessful it was. but X get the 
impression. I can't be definitive as to where or 


how unsuccessful it was. I am not even. I can't 

* v ». 

even really testify that it was unsuccessful. 

Q Yes. Well, l think your testimony reads " 
clearly on that. What Z am now interested in is 

• * ' * : ’> ' ** l, . ■* • f 

what sources gave.you that Information? 


A Z don't know. 


Q Now, let me ask you. Do you recall having :• * 

• rtV; 

any discussion with any person connected with the 
l4itchell*Hutchins at or around that time where thle 
subject was discussed? * * 

A Z don't recall having one. no. j 

\ 

Q But you don't state that you didn't, do 

you? 

A No. X don't. 


7 
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tfhat about with someone connected with 


Chris-Craft? Did you have any discussion with any¬ 


body connected with Chria-Craft where 
was discussed? 


this 


subject 



A 1 don't recall having, 

Q But you don't say that you didn't? 

A I say that I didn't, 

Q You did not have any such discussion with 
Chris-Craft? 


A ilight, 

Q But you are not sure that you didn't have 

*' . .1 

such a discussion with Mitchell-Hutchina? 

I 

A That's right, * 
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[Proposed by Bangor Punta and Piper] 

! i 

498. By the close of April 23, Suoalt had pur¬ 
chased its 8000 shares at prices ranging froa 66 to 67-1/4. 
By the close of April 25, Growth had purchased 6700 shares 
at prices ranging froa 66-1/4 to 67. 


January 15, 1971 


1037 A 


[Proposed by Bangor Punt a and Piper] 

. I 

499. I On May 7, 1969 Chrls-Craft issued a press 

* - - i 

release stating, among other things, that its proposed ex¬ 
change offer would provide for each share of Piper stock one 
share of new Chrls-Craft$2 preferred stock, convertible into 
2.4 shares of common and five year warrants to purchase two 
shares of Chrls-Craft common stock at $25 a share. Chris- 
Craft's press release did not place a value on its exchange 


offer 
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[Proposed by Bangor Punta and Piper] 

500, On May 7, 1969, Mr. Williams directed 
Growth, which had not purchased all the 20,000 shares authorised 
in April, to "hold" on any further purchases of Piper. On 
May 15, he cancelled Growth's purchase order for Piper stock. 
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[Proposed by Bangor Punta and Piper] 

501* With regard to Summit and Growth's in¬ 
vestments in Piper, John Hawklnson testified at deposition, 
at pp. 56-58, 


Do you recall any discussions you had 
with your Investment Committee concerning the 
recommendation to purchase Piper securities by the 
Supervised Investors Growth Fund and Summit Pund, 

Mr. Kawfcincon, specifically probably sometime in 
April of 19697 

A 1 have a general recollection of the 
recommendation on the part of the majority of the 
Committee to make purchases for Supervised Investors 
Growth Fund and Supervised Investors Summit Fund. My 
general recollection is that shortly after those 



z 
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purchtMi were ntdi| In which Z did not formally conowf* 
Z recommended to the other members of the Committee 
that the purchasing be discontinued and the shares 
that we had acquired be liquidated* 

Q Were there any reasons given by you either 
for taking such action or by the other members of the 

Investment Committee why they took such action! 

A My memory is that the other members of the 
Investment Committee felt that in the competition for 
Piper between Chrls-Craft and Bangor Punta, that with 
the limited floating supply competitively Improved, jv v 
tender offers might result in price appreciation} and 
that was the reason for their recommendation to 
purchase* 

. ' t 

As far as my recommendation to sell, 
which was eventually persuasive, I felt the risk 
reward ratios were very unfavorable; and that funda¬ 
mentally, Piper was over-valued at its present market* 

Q So that it is your recollection that you did 
not concur in the original purchases of Piper stockf 

A That lo correct* 

Q Let me perhaps put it in the proper frame. 

The purchases took place in April of 1969, and it 
wasn«t until May 8 , 1969 in which an announcement was 


3. 

1041 A 

nadt of Bangor's Interest in Piper. Do you recall 

whether you knew of Bangor'e interest in Piper prior 

to reading it in the newspapers* or was it subsequent? 

. — * • • 
A Z don't recall that Z knew specifleally of 

Bangor's Interest prior to reading it in the newspaperj 
and Z don't believe that members of the Investment 
Staff did* although Z am not sure of that. But there 
was a great deal of discussion in the financial 

, 4 

community concerning the opposition of the Piper 

• y 

management to tho Chris-Craft tender and many rumors 
of efforts to interest another acquirer. 

I have tangible memory of an attempt 
to Interest arumman as an Illustration. I think the 
members of the Investment Committee were quite con¬ 
fident that some entity other than Crhls-Craft would 
enter the competitive picture. 

Q Did any member of the Investment Committee at 
the time the discussions were taking place concerning 
the desirability of making these purchases of Piper 
stock refer to any convereations they had with anyone 
at Mitchell Hutchins? 

A Mot to my knowledge. One hae to appreciate^ 
that individual members of the Investment Committee 

\ 

may have had individual discussions with analysts or - 
members of the staff at which all Committee members . 
are not preeent. 
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With regard to Hawklnson's view of this Investment, 
Mr. Williams testified at deposition, at pp. 271-274, 

BY MR. MYERSON* 

Q Now, you testified, Mr. Williams, that 

you do recall generally a conversation that you had 
with Mr. Hawkinson where he told you he thought the 
Piper stock was over-valued. Zs that correct? 

A yes,sir, 

Q When he told you that, what, if anything, - 

did you respond? 

A Z don't recall, 

Q Do you recall that there was some dis¬ 

cussion following his statement? 

A Z recall a discussion some place in 

there, 

Q Just give me your best, general recollec- - 

*» V 

tion as to what the discussion was? 

A Well, Z am not sure that he was at the 

first — I vTa rot sure in recollecting now, that 

he was at the first meeting that the decision was 
made to buy the Piper stock. Now, Z am not sure 


of that. 
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Z am aura thera waa a conversation aona- 
tixna after that. It may have been even at that 
meeting. Z am not aure he waa at the meeting# but • 
there waa a conversation sometime within that time 
frame that he disagreed with the purchase# and Z 
attempted to defend it on the basis of just what 
I said# and that wasn't good enough. 

Q What do you mean when you say it wasn't 

good enough? 

A Well, it wasn't a good enough reason to 

take a shot# to buy Piper for a possible somebody 
that was reasonably unidentifiable. 

q Well# Chris-Craft was identifiable? 

A Yes# but we had — as Z recall# we 

didn't have definitive — we had nothing definitive 
that they would go further. 

q Yes# but that was your understanding# 
that they would, isn't that your testimony? 

A My testimony is that that was our 
calculation that they would. . - 

q Yea# yes# and your understanding? 

A Not my understanding# but my calculation. 

U All right. All right. When Mr. 

Hawkinson told you that wasn't a good enough reason# 
what was your response? _ 
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A I don't recall, 

Q Did you suggest that you — strike that. 

Had you purchased any Piper securities 
as of this time vrhen you had this discussion with 
Mr. Hawkinson? 

A I don't recall. 

Q Did you suggest to Mr. Hawkinson that as 

a result of his opinion that it was over-valued, 
that you would either not purchase the Piper stock 
if you had not purchased it yet, or that you would 
sell the Piper stock, if you had commenced purchas* 
ing it? 

A I don't recall. 

Q Did Mr. Hawkinson suggest that you take 

steps to rescind this purchase? 

A i don't recall, I think he took steps 
to say, "Cancel the order.” 

Q And did you? 

A Z think so, yes. 

Q Your best recollection is that you 

cancelled the order upon his instructing you to do 

so? 

A I am not sure if it was quite that cut 
and dried, but ■ 



7. 
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0 2 ahow you Exhibit 11, for identification, 

and ask you to review — 1 am aorry. Exhibit 11 to 
the Hawkinson deposition, and ask you if that 

refreshes your recollection that you did not cancel 
the order? 

A Well, there were 5,000 shares purchased 
here. I guess the order wasn't cancelled prior to 
at least buying 5,000 3 hares. 

Q Yes. So that it does refresh your 
recollection that the order was not cancelled? 

-A No, it doesn't. It refreshes ny- 
recollection tnat there was 5,000 shares purchased. 

Q So that your recollection is that there 

were at least 5,000 shares purchased? - 

A Yes. 
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[Proposed by Bangor Punta and PlperJ 

t 

___502. Mr, Williams testified at deposition, at 

pp. 285-286, 

Q Do you recall having any conversation 
with Hoger Spencer prior to the time that you sold 
the Piper stock similar to the conversation that 
you had had with him, which you testified about 
earlier? 

A 1 don't recall one, again within this 
time frame of the conversation that Z had with 
Mr. Spencer, that there would be an §85.00 offer 
some place. I recall having a conversation with 
him when there was a Piper, a Chria-Craft offer 
that didn’t, it was, I was disappointed, and I 

V ' » 

recall having a conversation then, but as I 
recall, a very short conversation, but I don't 
remember when that was, quite. 

I think the basis of that conversation 

*. 

was, "Thanks a lot. Pal. You really did me a big / 
favor." 

Q And it is your best recollection, is it 

not, that that conversation took place subsequent 

to the conversation you had with him which you 
testified about earlier? 

A Yes. 
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503, (Proposed by Chrls-Craft) 

Mr. Williams testified at deposition, at 

pp. 282-284, 

Q Was there a discussion at the investment 

Committee concerning the liquidation of the Piper 
stock? 

A Yes. 

Q When was that? 

A Z don't recall. 

Q Was it prior to June 3rd? 

A Z think so. 

Q Who was present at the meeting? 

A Z don't recall. 

Q You recall that there was a meeting? 

A Yes. 

Q Is it your best recollection that Mr, 

* '• , . 

Hawkinson was present? 

A Z just don't recall who was present at the 
meeting, 

Q Do you recall that there was a discussion 
of whether or not to liquidate your holdings in 
Piper? 

A Yes, there was s discussion to that 


extent. 



N 
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0 Hh«t was the substance of that diacuosion* 

A x don't recall. • • * 

Q But you recall there was a discussion? j 

• - . .* • ... 

A ’ yes. * V' 

Q Do you recall who participated in the 
discussion? 

A No,air. 

Q Did you suggest the possibility of dis- 

• ‘l 

posing of the Piper stock at this time? 

A I don't recall. 

Q Give me your beat, general recollection 

on the context of how this question arose or was 
presented as to whether or not you should dispose 
of your Piper stock? 

A Well, there waa a conversationabout the 

Bangor Punta offer and the value of that offer, 
and our opinion was, I don't know whose opinion, 
so I will just say our opinion was that, as I 
recall how that-- that was supposed to be an offer 
that was worth $80.00. I believe that was the 
upper, and we couldn't come up to $80.00. As Z 

# 

t 

recall, the Piper stock was selling in the low 

70s, and in our best judgment the Bangor Punta I “ 

J■ 

offer was worth something in the order of $65.00. 

It seemed to me that we put a value on 
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the Bangor Punta offer in the area of $65.00 and 
Z don't recall If there was a competing offer at 
that time or at that moment, or not. Xxeally don't 
remember. 

As I recall, the Bangor Punta offer 
was — there seemed to be some time lag here that 
we took it kind of at face value and then we didn't 
take it at face value, and as I recollect ■■ I 
think this i3 in the right tine frame, I don't 
know, though — yes, this is part of the conversa¬ 
tion, that the Bangor Punta offer wasn't what it 
was supposed tc be, and, therefore, it seemed to 
me, if I recall at that time, I don't remember if 
there was a competing offer, but on the basis of 
the Bangor Punta offer we didn't care for that 
one because that one was not valued, that one did 
not have the value that it was purported to have. 
Period. And that was part of the conversation, 
as to what to do with Piper, and I am digging 
around for the rest of it. 
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[Proposed by Bangor Punta and Piper] 

504. On June 3, Summit sold 1400 shares 
Piper at 71 to 71-3/4. 
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[Proposed by Bangor Punta and Piper] 

505. A letter of S.I.S. dated June 3, 1969, 
addressed to the First Jersey Mational.Bank, the funds' nominee, 
as originally prepared stated: 


Please prepare to tender on the accompanying Letters of 
Transmittal the following shares of Piper Aircraft 
Corporation common stock: - 1~ _ 


5,COO shares Supervised Investors Growth Fund, Inc. 
8,3J0 shares Supervised Investors Summit Fund, Inc. 

Please do net tender the shares to the Exchange Agent until 
you receive a phone call or telegram from us on June 5, 1969 

prl ?5 1:0 ? PM New York time as a competing tender offer 
could be revised. 


Should the funds elect to tender, the Letters of Transmittal 
must reach the Bank of New York, 20 Broad Street, New York 
City, prior to 5:00 PM New York time on June 5, 1969. 


13,300 shares of Piper was the total combined holdings of Summit 
and Growtn at the close of business on June 3. 
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[Proposed by Bangor Punta and Piper] 

506. On June 4 and 5, Summit and Growth sold 
a total of 3,400 shares of Piper at 69-1/2 to 70. Their "sell” 
tickets are marked "disc" (discontinue) with a stamped date of 
June 4, 1969. Summit and Growth did not sell any Piper stock 
on the market after June 5. 
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January 22, 1971 

[Proposed by Bangor Punta and Piper] 

507. The numbers on the June 3 letter described 
In finding 354(b) were changed by hand to read "4200" and "5700" 
respectively. 9900 shares of Piper was the total combined hold¬ 
ing of Summit and Growth after the market sales on June 4 and 
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[Proposed by Bangor Punta] 

508, On June 5, 1969, the two funds tendered 
their remaining 9900 shares of Piper to Chrls-Craft on Its 
registered exchange offer. Summit and Growth valued the 
securities and cash received on the exchange offer at $67,25, 
In the fall of 1969 all such Chrls-Craft securities were sold 
for $559,067.90 or $56.47 per share of Piper tendered. 
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ONLY COPY AVAILABLE 

[Proposed by Bangor Punta and Piper] 

509, Regarding the decision to tender the Piper 
stock, Mr. H&wkinson testified at deposition, at pp. 59-62. 

BY MR. RYAN* 

Q Mr. Hawkineon, you toatifled that you had 
convei with your follow member8 of the Invest¬ 

ment Committee which there were diacuoulona con¬ 
cerning the llc;ulU&tic-n of the Piper ctock held by the 
u *° £m,c 1 S’O'i roprerejit. Do you recc.il in those dia- 
t:\if ci<v r any -wJicldoiiition given to tendering the 
Piper chores for Chrii-Craft oecurltlea? And lot me 
Jusi chou you Bangor Punta*a Exhibit No. 9 for 
Identifica tion, which i*f a copy of a letter of 
June 3 aCdretin*;:! to the l’irat Jersey Bank from 
Mr. Algernon of your firm and aek you if this may 
refresh your re .lection. 

(Said ckocu'BG.'it vi .a marked Bangor Punta*a 

Exhibit ::c>. 9 for Identification.) 

TIIE WXTiiUZUt I didn*t know that this action 
hc.d been taken until after it was taken. And after 
the action wan taken, I was critical of Mr. Williams, 
the Portfolio Manager, for having made the exchange 
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• , % 

and stated that the shares should have been sold tor 

cash* 


BY HR. RYAN* 


ONLY COPY AVAILABLE 


i • 

Q Did you have any discussions with Mr. Williams 
concerning the reasons why he decided not to sell the 
Piper shares—withdraw the question. 

you please mark these documents 
as Bangor P u nta c s Exhibits Nos. 10 and 11 for 

Identification? 

(ff'il.d documents were marked Bangor Punta's 
Exhibits Noo. 10 and 11 for Identification.) 

BY HR. RYAN: 

Ci Let iuo ohov you Bancor Punta»s Exhibit No. 10 
for identification, uhich is a copy of a data processing 
eha«t, rcud-out rheet, furnished by your firm con¬ 
cerning the purchac4*a r,f Piper Aircarft though 
October, 2969 , and the n<3xt day or two—excuse me— 

» 

ths top la eele:> for the Suemtt F'md through 

October, e.rv* tin next la another elriJar sheet 

relating to purchases through April, 19 O 9 of p.-per 

Aircraft Company utoch. And tuon ranger Punta'p 

Exhibit, .’in. T.i ho otmilar eheote. Those ore 

for Aupcr viced Investors Growth Pool, purchases 

through April, und then the next sheet 1 r, saiee 

through October, 1969 , and you Hhetn< _ p th8s# 

eheote refroeh your recollection «e to whet the die- 
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position was of the Piper securities both between 
tendering and actual sales across the Exchange? 

Those sheets seem to indicate, 

Mr. Hawkinson, just to focus you upon it, that some 
shares were tendered and some were sold, and X am 
asking you whether this refreshes your recollection 
concerning any convocations you had with Mr. Williams 
concerning the reasons why he elected to proceed by 
soll ^-53 soie and tendering others? 

A iiy memory la that, as 1 have previously 
testified, I urged the cash sale of the shares, x 
bflirvi tfc* Macon that Kr. Williams save was that they 
hta -at n rx-.cacrrul In the liquidation of all of 
the. c..f-ee end that there was a prospect of the Piper 
shores being delisted, and he felt In tho tender that 

ho was creating more Marketability than a delisted 

security. 

'* Vall > thc of secwrltioo wore not 

d0J.l3t.sd until curly Auguct? 

* *en, tut anyone sophisticated or tnowladcable j 
this bttelnsKe know* that with a diminished supply of 
eeocrltl.ij that ««?#ctln* A,; ft threat, am. no ono 
without -.Hailed knowledon of Kew fork stock Exchange 

procedures can estimate the exact time when. V u S h 
delisting Will occur. ONLY COPY AVAILABLE 
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Q Did you express to Mr. Williams or to any- 
one else in your firm the reasons why you felt it was 
more desirable to sell the shares than to tender the 
shares? 

A Yes, I did, because we were or I was not 

• » 

constructive on the outlook for market performance of 
the Chriu-Craft. securities received and exchanged over 
tUc noai vc.»a and would have preferred other investment 

alternative a. 


oNL Y COPV AVAlt-MiU. 
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(Proposed by Bangor Punta and Piper] 

510. Thomas Williams called Chris-Craft on 
July 3, 1969 and spoke to Hr. Rochlis. Mr. Williams * re» 
quest that Chris-Craft advise him what broker was designated, 
If any, on the stock that S.I.S. had tendered, was referred 
to Mr. Gordon. Mr. William* also wanted to discuss factors 
relating to the Chris-Craft exchange offer; and was told that 
Mr. Siegel would call him back. 



January 21, 1971 


1060 A 


[Proposed by Bangor Punta and Piper) 

512. On or before April 1, 1969, Tech Fund 

i 

decided to sell its position in Chris-Craft securities, as 
set forth in finding 430. Sales of Chris-Craft securities 
were made from March 28 through July 7, 1969. With regard to 
these sales, Mr. Williams testified at deposition, at pp. 212- 
213 and 237-238, 

Q What vcrc the factors, v, r. Williams, that 
resulted in your decision to sell this stock over roughly 
a three and a half month 'period? 

A Well, to begin vith, we thought wc could 
sell it at forty-sixobviously, Tt did not sell 
at forty-six. 

* * 

Q And you know that as of April 23rd or April 

13th. 

A Bight. I believe at that point vo changed the 
limit or gave it a discretionary basis. If it 
took that long the discussion must have been, don’t 
kill it but feed it into the market. 
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Q But the decision reached by the Investment * 

Connittee on or about April 1st was that you should 

tell your holding because it was rot a valuable 
investment? 

A Yos. 

Q And yot having arrived at that decision, 

you thon decided to thi- , 

t,lls ->tock over roughly n 

three and a half month ;'criou? 

A (.’o. that wasn't the decision. That's the 

way it worked out. hut that wasn't the decision. 

0 Aren't you responsible ultimately for sceln R 

to it when this stock is sold and the price at which 

it is sold? 

A Yes, sir. 

Q So that v.-ar. a decision, was it not • - 

MR. ClfCnN: He has already testified that it vas 
not his decision. 

THE WITNESS: The decision was to sell it. There 
"OS no tine decision r.adc. I have repeatedly said 

in the testimony that we did not -- the criterion was 
Price. 


* * * 
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Q Did you consider the effect that your sole of 
tho Chrl.-Craft stock on the days and voluaes and 
amounts at which you sold it mirht have on the value of 
tho Chris-Craft stock? 

A Yes, this was considered. 

0 Did you consider this in discussions had with 
anyone else in your company? 

A T don't recall. 

Q Did you have any discussions concerning this 

with anyone at Chris-Craft? 

A No. 

Q Did anyone at your company have such discuss¬ 
ions? 


A I don't know. 

Q Did you have discussions concerning this with 
•nyone at Mitchell-Hutchins? 

A Not to my knowledge. 


Did anyone y^ir cr -i-nv v 


: u c k 


discussions? 


A Not to ny knowledge. 1 

Q Did Mr. Ilavklnson over talk to you about the 
means by which the stock was hclnc disposed of and the 
time it vas taking to dispose of it? 

A I don't recall. 1 

C If I toll you that Mr. Mavkinson testified that*> 
there were periodic reviews of how the stock was heiny 
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disposed of, dees that refresh your recollection that 

you had such discussions vith him? 

\ There are always periodic reviews of stocks 

fccinr. disposed cC. 


q p 0 cs that refresh your recollection? 

j Yes. sir. 

q Vhat vas the nature of the conversations 

that you had I'.r.. ::s-kir.son ccr.cernins the period 

of time it vas tr.’.in- you to disjo-e of the stock and 

. , .. f. *t ucr? 1 1 i n ?. for it? 

the value that /*' 


T don’t recall. 


ONLY COPY AVAILABLE 
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[Proposed by Bangor Punta and PiperJ 

513. All Tech Fund's sales of ChrlsrCraft 
securities prior to May 6 were made through Lazard Freres, 
Amivest, Dillon Reed and Rodman & Renshaw. From and after 
May 7, all sales were made through Mitchell Hutchins, except 
for the last sale, of 10,600 shares of common stock, made on 
July 7 through Paine, Webber, Jackson & Curtis. 
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[Proposed by Bangor Punta and PiperJ 


514. Williams' appointment calendar shows an 
appointment with Mitchell Hutchln. on May 16. willl«„ 9 
testified he had no recollection of whef <, meeclng took 
Place, or. If it did, what transpired. . room at 

Mitchell Hutchins Informed Roger Spencer, In his capacity a. the 
analyst responsible for Chrls-Craft, that Tech Fund was selling 
Chris-Craft securities when the sales occurred. Mr. Spencer 
testified at deposition, at pp. 43 - 44 , 


Q Did you speak to anyone at Technology Funds 
concerning the reasons why they were selling the Chris- 
Craft shares? 

A I don't recall any discussions with respect to the 
reasons why they were selling, it is Just a matter of 
follow-up, talking to the analyst. Just about the general 

affairs of the corporation - how business was going and 
so forth. 


Q Did you ever tell the Technology Funds that 
you knew they were filing Chris-Craft chares and did you 
ask them why they were selling Chris-Craft shares? 

A I don't recall asking them why they were selling, no. 

Q Do you know how many shares of Chris-Craft 
they sold?. 
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A No. ~ 

Q Do you know whether they sold them In small 
blocks or in la*ge blocks? 

A WjII, I know they sold them over a period of time, 
which would indicate to me that they were sold in 
relatively small blocks. 


Q Did you ever have any discussion with anyone 
at Technology Funds, as to the reason why they were 

i»:llir t r-m in 11 -rlo.'-J i.vt:::J of in large blocks? 


A . No. 


Did you ever have any discussions with anyone 


at Caris-Crcft over the fact that Technology Funds was 
selling Chris-Craft shares? 


q Did you ever tell anyone at Chris-Craft 
that Technology Fundo was selling Chris-Craft shares? 


No. 
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[Proposed by Bangor Punta and Piper] 

515, On the Chris-Craft common stock, Tech 
Fund's Internal records matching sales against purchases and 
accounting for gains and losses show that Tech Fund recognized 
a loss of approximately $6 per share on the first sales, total¬ 
ing 1600 shares, on March 28. The loss was $18 to $20 per share 
(adjusted for the split) on the last sales totaling 10,600 chares 
on July 7. Tech Fund recognized an overall loss of $691,000 on 
itii total investment of $3,139,000 (not including the Chris- 
Craft securities received by Summit and Growth on the exchange 
offer ftv their Piper stock). 
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January 4, 1971 

[Proposed by Bangor Punta and Piper] 

516. Between April 30 and May 14, 1969, American 
Investors Fund sold all of the 22,500 shares of Chris-Craft 
conxnon stock it had purchased in February. On May 20, 1969, 
it sold the $78,000 principal amount of Chris-Craft 6Z deben¬ 
tures it had purchased in Febru *y. 
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[Proposed by Bangor Punja and Piper] 

517. On May 6, 1969, a two-for- one split of 
Chrls-Craft's common stock became effective. 


January 21, 1971 
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[Proposed by Bangor Punta and Piper] 

518. On March 5 and 6, 1969, Keystone's 
Polaris Fund purchased an additional 10,000 shares of Chris- 
Craft common stock, thereby reaching the 50,000 shares it 
decided to buy on January 16. The prices ranged from 46-1/4 
to 47-3/4. Between April 17 and April 28, 1969, Polaris Fund 
purchased an additional 20,000 shares of Chris-Craft coimnon 
stock, bringing its total holdings to 70,000 shares (before the 
2x1 split in hay 1969). Mr. Greene, the portfolio manager 
of Polaris, who directed that the additional purchase be made, 
testified at deposition that he did not recall the reason for the 
purchase, nor any conversation with anyone inside or outside 
Keystone regarding this purchase. The prices paid by Polaris 
ranged from 40-1/2 to 44-5/8 per share. 
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[Proposed by Bangor Punta and PiperJ 

519. Between March 19 and March 26, Keystone’s 
S-4 fund purchased an additional 13,300 shares of Chrls-Craft 
common stock, bringing Its total holdings to 60,000 shares 
(before the spilt). The prices ranged from 46-3/4 to 48. S-4 

did not purchase the entire 100,000 shares authorised by the 

executive coamittee on January 16. Its buy order was cancelled 
on May 15. 
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[Proposed by Bangor Punta and PiperJ 

520. Mr. Siegel met Tim Bueneman of Keystone 
at Chris-Craft's New York offices on June 5, 1969. 
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[Proposed by Chris-Craft] 

521. Mr. Buenenian's deposition was not taken 

In this action. 


Chrii 
in mi 
divit 
Gener 
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(Proposed by Bangor Punta and Plp. r ) 


- 522, P ° Url * “ ld 9 ' 50 ° ‘haras of Chrl.-Craft 

CO “° n ^ AU8U “ l * 1969 « 11 to 12-1/4. on August 4 
Mr, Greene made a .. * 

90 000 bs raconsnendation that the fund a.H 

90,000 shares of Chris-Croft. leaving a bai. 

». • . ng a ba lance of sero shares 

fthe fund then held 130,500 shares of Chri* r 4: 

68 of Ohris-Craft, after 

rr for th# sput,i thi ‘ - - - -utive 

~r~ ‘ ^ " The ~ - - “-IOC -hare. 

-Craft on Augu.t 1 at 12 to 12-1/4. 4 recordation 
120,000 shares of Chris-Craft 

committ OC “ Pproved b P the executive 

raalttee on August 4 and 5 Tim 
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partment Comments on both funds' sal 

, , 8ale recommendations, dated 
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[Proposed by Bangor Punta and Piper] 

523. Both Keystone funds had sold their entire 
holdings of Chris-Craft, a total of 260,000 shares of common 
stock (after the split), by September 4, 1969. The two funds 
recognized a loss of $3,625,048 on an investment of $6,447,579. 


I 
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[Proposed by Bangor Punta and Piper] 

524. Regarding these transactions, Mr. Greene 
cestlfied at deposition at pp. 40-41, 

Q The sale of Chris Craft at that time represented 
a rather substantial loss, did it not? 

Ai That * s right. 

Q Does that refresh your recollection that anyone 

asked you at or about that time how you had come 
to make sJdltional purchases back in April of 1569? 

A* I don’t recall. 

4 Do you recall that no one asked you such a question? 

k I just don't recall the circumstances you mention or 

the event. 

4 i cu don't r---ll one way or tne other? 

A. Or the event. One way or the other. 

4 You don't recall anyone on the Executive Committee 

asking you why you had purchased an additional 
20,000 shares in April. 

A. No. 

4 And you don't recall why you purchased the additional 
_ 20,000 shares? 

A. I don't recall that either. 
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[Proposed by Bangor Punta and Piper] 

525# On March 26, 1969, the portfolio manager of 
IDS s Progressive Fund made a written sale recommendation for 
its 9000 shares of Chris-Craft common stock, stating that 
Chris-Craft is having trouble consummating the Piper Aircraft 
acquisition. The market is not in the mood for ’conglomerates' 
even in the leisure field and hence sale is recomnended." The 
stock was all sold by April 9. The Fund recognized a loss of 
$54,719.83 on an investment of $488,844.60. 
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[Proposed by Bangor Punta and Piper] 

526. Under a provision of the 5-3/47. Note 
Agreement, Chris-Craft agreed to furnish to the Note holder* 
balance sheets and income and surplus statements within 45 
days after the end of each of the first three quarters of 
its fiscal year. Under a further provision of the Agreement, 
Chris-Craft agreed to furnish at the same time a certificate 
signed by an officer of the company stating "that no event has 
occurred to his knowledge which would constitute an Event of 
hereunder or which would so constitute but for the 
requirement that notice be given or time elapse, or both." 
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[Proposed by Bangor Punta and PiperJ 

527. The second quarter of Chris-Craft 's 
fiscal year ended on February 28, 1969. 45 days from 

February 28 was April 14, 1969. 
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[Proposed by Bangor Punta and Piper] 


528. In letters dated April 17 and 23 to the holders 
of Its 5-3/4% Notes, Including IDS, Chrls-Craft stated, 


_ Chrls-Craft Industries, Inc. presently has or 

stLvU f he J utur ® have. Investments in various common 

™ ? J?, the * mOUnt ° r $7,000,000 in excess of the amount 

Srnh» S ri ble Und r r 5 ection 6.2(d)(lx), the "other Invest¬ 
ment clause, of the Note Purchase Agreement . 


The Ap?il 23 letter continued, 


We request that you waive this default to the 
limited extent specified be'low In view of the technical 
and temporary nature thereof. 

_ Tour waiver shall be effective through November 

3, 19o9 at which time such waiver shall expire. Your 
waiver shall be to the following effect: 

_ , (a) while the waiver remains In effect, Chrls- 

Craft may have Investments (as defined in the Note Pur¬ 
chase Agreement) in an amount which exceeds the amount 
permitted by Section 6.2(d)(lx) by not more than $7,000,000, 
prey^ded^ that Chrls-Craft will not make any additional 
Investments (other 1 than Investments permitted under para¬ 
graphs (i) through (vlii) of Section 6.2(d)) except in 
shares of Common Stock of Piper Aircraft Corporation; and 

(6) while the waiver remains in effect, Chris- 
Craft may, notwithstanding the provisions of Section 6.2 
vd), acquire shares of Common Stock of Piper Aircraft Cor¬ 
poration pursuant to an exchange offer solely for equity 
securities ; including warrants to purchase Common Stock, 
of Chris-Craft. 


The Note holders agreed to this waiver in this fora. 
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[Proposed by Bangor Punta and Piper] 


••II _ r 


529. William Beardsley of IDS testified at deposl* 




tlon, at pp. 68-69, that he believed the Chria-Craft manage¬ 
ment had advised him at or about the time of the letters 
quoted in finding 359(c), 


A Vaguely I would recall that management said that hM 

• — •'_*.•••» Hi- . . 

bf the investors wanted a time limit for this investment during 

which the company would either be acquiring an adequate amount 

of this company stock, talking about Piper at this point, 

that it could be considered a subsidiary, which would solve 

the problem, or would dispose of its investment in Piper 

and thereby solve the problem that way — either one of which 

3 / 

the management assured us would happen prior to November jHf, 


1969. 

Q Do you recall any conversations where it was discussed 

i 

that the failure cf Chris-Craft to do either one of these 
things might have an impact on its ability to repay these notesi 
MR. AUSEITZ: Object to the form of the question. 

THE ’./ITNESSs t/ould the reporter read the question? 
(The question was read.) 


• .t - » , 
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A No, because If the first course of action would be to 
acquire enou £ h of the stock that they could consider it a 
subsidiary, "they would oovioucly - 

standing that they presently had. If they choc-' ^ ond 
route and disposed of their Piper stock, they ;ould frr- i: ■ 

sone cash for other purposes. Vfe were willing, if they v re 

able to get control of Piper, to let them have the debt 

outstanding• 

q Hy question, Mr. Beardsley, was what would hep pen i_ 
neither of those eventualities occurred. 

A Then the company would have to request o waiver or -• 

• would be able to call our loan. 


At the time of these letters, it was IDS's under¬ 
standing that Chris-Craft's exchange offer for Piper, 
the registration for which had been filed but had not become effec 
cive, was in the direction of acquiring control of Piper. 

Mr. Beardsley further testified at deposition, at p. 69, 


A Well, that I don't know except we obviously didn't 
want the company to be owning a small percentage of Piper 
that they could not control the Board and thereby could not 
bring in its profits, and so forth. 


< 
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[Proposed by Bangor Punta and Piper] 

530. Mr. Beardsley testified at deposition, 

at pp. 70-71, 

By Mr. Barrett: 

Q Do you recall having any discussions with any of your 
associates at I.D.S. at the tine that these amendments were 
i being considered that it night be difficult for Chris-Craft 

i 

' to dispose of its interest in Piper? 

i 

I 

i A No, I do not. 

» 

i 

i Q Do you recall havin~ my discuss! ms with any oi your 

associates at I.D.S. during the Spring of 1969, referring 
! approximately to the tine that you had these negotiations ;.n 

subsequent to that time, where they told you that they were 

considering the possible disposition of any or all of the 

Chris-Craft securities then owned by these funds? 

i 

i 

1 A I don’t recall any specific conversations. 

I 

Q Do you recall generally having such conversations? 

A No, I don’t. 

Q You don’t recall any conversations at all? 

A I don’t recall any conversations v/ith the Portfolio 
Managers who make that decision. 
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2 . 


Q Did you have any d? scuscic:'.:; 
period? 


v:ith Ilr. /adman during this 


A As I have indicated before, I consulted v/ith I r. -/adman 
because of his contacts v/ith the company and the fact that he 

was instrumental in us putting the investment on the books in 
the first place. 


In the spring of 1969 Mr. Wadman knew that the price of Chris- 
Craft securities had declined. He learned at some time that 
IDS Progressive Fund had sold all its Chrib-Craft stock. 
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[Proposed by Bangor Funta and Piper] 

531. Mr. Wadman testified at deposition that he 
had many telephone conversations with Roger Spencer in the spring 
of 1969. Mr. Wadman's notes indicate that on April 8 and April 
14, he discussed with Mr. Spencer Chris-Craft's pending exchange 
offer for Piper. 
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[Proposed by Bangor Punta and Piper] 


532. Mr. Wadman's business records for 1969 show 
the following appointments in New York: 


Thursday, February 6: 


Chris-Ctaft Industries o. 30 

600 Madison Avenue * Herb Siegel, President 

212-421-C200 

Loeb, Rhoades 11 

42 Wall Street Steve Arpante _ 

212-530-4271 


Wednesday , March 5 th: 


Chris-Craft 
^00 Madison 
212-421-0200 


Industries 

Avenue 


4:00pm 


, Herb Siegel 


Wednesday, June 25 

Chris-Crafc Industries a.in 

600 Madison Avenue J.JUpm Len Gordon, VP 

212-421-0200 
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[Proposed by Bangor Punta and Piper] 

533. As of the date of Mr. Wadman's deposition, 
June 30, 1970, Investors Mutual and Stock funds had sold none of 
the Chris-Craft securities purchased in January 1969. At the 
close of business that day, based on the closing market prices, 
their Chris-Craft securities were worth a total of $1,420,935. 
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[Proposed by Bangor Punta and Piper] 

536. The preliminary prospectus contained in 
Chris-Craft's registration statement filed February 27, 1969 
was made available to brokers and interested persons, but was 
not mailed to Piper shareholders. 
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[Proposed by Bangor Punta and Piper] 

537. Chris-Craft's exchange offer for Piper 
became effective May 15, 1969. Chris-Craft's final prospectus 
dated May 19, setting forth the offer, was pnblicly distributed, 
including a mailing to Piper shareholders. Chris-Craft's final 
prospectus dated July 24, 1969 offer was also publicly distri¬ 
buted, including a mailing to Piper shareholders. 
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[Proposed by Bangor Punta and Piper] 

538. Chris-Craft's registered exchange offer 
for Piper stock closed on August 4, 1969. Chris-Craft pur¬ 
chased 112,089 shares of Piper stock thereunder. 
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[Proposed by Bangor Punta and Piper] 

539. Chris-Craft's preliminary prospectus 
dated February 27 stated, with respect to the 5-3/4% Notes, 
at pp. 8, 26, 38, 45 and 49, 


r i 


CAPITALIZATION 


, ,ii., Iiz.ition "of €hm-Craft ns of January 31, 1969, ami Pii»cr as of Sr|*cm!icr 30, 1968 (as set 
f * AC ^ \m(kS Annual Report to Stockholders) and as adjusted to give el feet to the Exchange Offer, assunt- 
lint 300,000 l’i|>cr shares arc accepted by Cltris-Crafl, arc as follows: 


Autlvuizcd 
or to be 
Authorized 



To be 

Outstanding 

Outstanding 


Long-Term Debt—includes amounts due 
ithin one year(l): 



Chris-Craft— 

Promissory Notes due 1968-1979 $19,000,000 

* * * 

$17,500,000 

$17,500,000 


tit Sec Notes (5) and (11) of “Notes to Consolidated Financial Statements” of Chris-Craft and Note 6 of "Notes to 
Consolidated Financial Statement*" of Piper for further details with respect to the long-term debt 


★ * * 


The Note Purchase Agreements, dated December 20, 1965, as amended (“Note Agreements”), pur¬ 
suant to which Chris-Craft’s 5}4% Promissory Notes (“Notes”) were issued, provide, among other 
things, that Chris-Craft must offer to apply the proceeds of any sale of all or a substantial part of the 
consolidated assets of Cliris-Craft and its consolidated subsidiaries (other than sales of securities of other 
companies) to the prepayment of the Notes. The Note Agreements, as amended, also contain restrictions 
on the issue of senior and subordinated funded indebtedness by Chris-Craft. As of January 1, 1969, 
Chris-Craft is not able to issue any additional such indebtedness without the consent of the holders of the 
Notes. See Note (5) to "Notes to Consolidated Financial Statements” of Chris-Craft for further de¬ 
tails with respect to the aforementioned Note Agreements and Notes. This summary of certain of the pro¬ 
visions of the Note Agreements and Notes is qualified by the complete provisions which are set forth in the 
Note Agreements and Notes, copies of which are included among the exhibits to this Registration 
Statement. 


ik It It 






lofaiu 

Dividend and Other Restrictions 

Certain debt instruments of Chris-Craft contain restrictions iqioti dividend payments and the purchase 
and redemption of capital stock. The most restrictive of these instruments, the Note Purchase Agreements 
elated Dcccmlicr 20, 1965, as amended, governing Chris Craft’s 5K'/b Promissory Notes, does not per¬ 
mit such payments in excess of an amount equal to 70 r /o of the consolidated net income of Chris-Craft 
for the period from December 31, 1964, to the date of such payment. As a result of this restriction, as 
of August 31. 1‘ViS, $2,700,000 was available for dividend payments and tire purcliase and redemption 
of capital stock. 


* * * 


CONSOLIDATED BALANCE SHEET—Allf;t 


T 31, 1968 (Note 1) 


LIABILITIES AND STOCKHOLDER 

* * * 

Lonc-Teru Debt (Notes 5 and 6) : 

promissory notes. 

★ * * 


INVESTMENT 


% 17,900.000 


(5) Long-Te*m Dot and Restmctnins • 

tasrf on "■ annu.il „ 


No other statement was made with respect to the Notes 
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[Proposed by Bangor Punta and PiperJ 


543. Chris-Craft's final prospectuses 
dated May 19 and July 24 made the following additional 
statement with regard to the 5 3/4% Notes, at p.33, 


• The Note Agreements, ms 

amended, also contain limitations upon investments which will necessitate, on or before November 3 1969 
cither sale by Chris-Craft of approximately $7,000,000 of investments or a further waiver by the Note' 
holders of the provisions limiting investments. ~ 


0 
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[Proposed by Bangor Punta and PiperJ 

544. Chris-Craft 1 s final prospectuses dated 
May 19, 1969 and J-ly 24, 1969 stated, at pp. 4 and 24, that 
the highest price of Chris-Craft coamon stock on the Mew York 
Stock Exchange from January 1, 1969 through May 19 or July 15, 
respectively, was 29-1/8 (adjusted retroactively for the 
split). The prospectus stated that this high occurred In the 

first quarter of 1969; It did not state the specific date on 
which this high occurred. 
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January 22, 1971 


[Proposed by Bangor Punta and Piper] 

546. With respect to the merger of Chris-Craft 
Industries, Inc. and Baldwin-Montrose Chemical Company, Inc. 
in 1968, the Chris-Craft preliminary and final prospectuses 
stated. 


NOTES TO STATEMENTS OF CONSOLIDATED INCOME 
(Including Note* Applicable to Period* Not Examined by Indepe n dent Public AeeeonUmU) 


* * * 


(2) The statements of consolidated income have been restated to include the operations of Baldwin-Montrose 
Chemical Company, Incorporated which was merged with and into Chris-Craft in June 1968 and accounted for on a 
pooling of interests basis. In connection therewith. 702 Jf.3 shares of $1.40 Convertible Preferred Stock were issued 
to Baldwin-Montrose shareholders and 1,465,0.18 shares of Chris-Craft common stock, including 1,174,000 shares held hr 
Baldwin-Montrose at the date of merger, were retired as treasury stork. 7 
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On May 10, 1968, an action was commenced in the United States District Court for the Eastern 
District of Pennsylvania by Colonial Realty Corporation, allegedly as representative of certain stock¬ 
holders of Chris-Craft, against Chris-Craft and others, among whom are certain individuals who are 
now or were formerly directors of Chris-Craft or Baldwin-Montrosc. The complaint (i) alleges (a) 
a conspiracy to acquire control of Chris-Craft, (b) omissions or untrue statements in the Proxy State¬ 
ment relating to the merger of Baldwin-Montrose with and into Chris-Craft, (c) breaches of fiduciary 
duties and (d) the unconstitutionally of certain sections of the General Corporation Law of the State 
of Delaware and (ii) prays for damages in an unspecified amount and for rescission of such merger. 
Motions to dismiss the action have been denied without prejudice and an answer on the merits has been 
filed denying the material allegations of the amended complaint. On the basis of initial investigations and 
information supplied by management, Messrs. Cohen, Shapiro, Berger, Polisher & Cohen, special counsel 
with respect to such suit, are of the opinon that the complant is without merit. 

* * * 


• CIIRIS-CRAFT INDUSTRIES, INC. 

AND SUUSIDIAUICS 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(1) PatNcifLEs or Consolidation : 

* * * 

(b) Pooling of Interests — 

In June 1968. Baldwin-Montrosc Chemical Company, Incorporated and wholly-owned subsidiaries were 
merged with and into the Company pursuant to a plan and agreement of merger whereby 702,263 shares 
of $1.40 Convertible Preferred Stock were issued to Baldwin-Montrose common shareholders. This merger 
has been accounted for as a pooling of interests and the consolidated financial statements have been restated 
retroactively. 


No other statement was made with respect to the merger 



1097 A 


January 22, 1971 


[Proposed by Bangor Punta and Piper] 

547, On April 15, 1970, summary judgment was 
entered against certain defendants, including Baldwin-Montrose 
Chemical Co., in the matter of Colonial Realty Corporation v. 
Baldwin-Montrose Chemical Co. et al., on the issue of liability, 
on the ground that the joint proxy statement sent to share¬ 
holders of Chris-Craft and of Baldwin-Montrose soliciting 
proxies in favor of the merger of the two companies, con¬ 
travened SEC Rule 14(a)-9 in that it omitted to state a 
material fact necessary in order to make the statements therein 
not false or misleading. 

(312 F. Supp. 1296, E.D. Penna. 1970). The case is still pending. 
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January 22, 1971 


[Proposed by Bangor Punta and Piper] 

549, The financial statements in Chris-Craft's 
final prospectus stated the cost of money borrowed by Chris- 
Craft to pay for Piper stock (applied to the purchases, in the 
Notes to the Pro Forma Statements of Income, at p. 19). No 
adjustment was made, if required, for Chris-Craft's funds on 
deposit at the PNB and Chase. 
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January 22, 1971 

[Proposed by Bangor Punta and Piper] 

550. The Chris-Craft and Piper Combined Pro 
Forma Statements of Income in Chris-Craft's final prospectuses 
stated (at Note (3) } p. 19) that all the debenture proceeds and 
two-thirds of the PNB loan were applied to purchases of Piper. 
Chris-Craft was obligated to pay 67. on the debentures, and the 
prime rate on the PNB loan. The prime rate was 7-1/21 on 
Hay 19 and 8-1/21 on July 24, 1969. 
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[Proposed by Bangor Punta and Piper] 

550A, Chris-Craft 1 s July 24 prospectus (at Note 
(1) to the Chris-Craft and Piper Combined Pro Forma Balance 
Sheets, p. 21), stated, 

"If Chris-Craft acquires less than a majority 
interest in Piper Common Stock, the transaction will be 
recorded as an investment at the cost of the 33.88Z inter¬ 
est purchased for cash consideration of Stock, six Warrants 
and $10 cash consideration in connection therewith (for 
purposes of preparing the foregoing pro forma statements 
oniy, such values have been estimated by Chris-Craft at 
$88.00, representing $51.00 for the $2.00 Preferred Stock, 
$27.00 for the six Warrants and the $10 cash consideration)." 
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[Proposed by Bangor Punta and Piper] 

551. Chris-Craft's 10-K Statement filed 
with the SEC for the fiscal year ended August 31, 1969, at 
Schedule I, shows thet Chrls-Creft wes carrying Its invest, 
ment In Piper stock at $45,868,000, which amount was therein 
stated to represent the cost. In making this calculation for 
the 10-K Statement Chris-Craft valued the cost of the package 
of securities and cash issued in the exchange offer at $75.50. 
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PRETRIAL CONFERENCE — SEPT. 25 t 1970 ^ 

toe court, It looks like you gentlemen 11024 
and ladies have been very busy, and I nus t say somebody 
must have thought that they ware passing a preparation 
bunk to me, and.lea going to pass it right back. •' 

I've gon^ through the submission here and 
ve are a long way off from being ready for trial, ' 
and the reason that vs are a long way off from being 
ready for trial is that'except for some minutia there has 
—been__no basi^ag**emgnt on substantive facts that are 
aot fairly controvertible/and I'm sure that there are 
many things that nil not be controverted at the trial 
M to which there has been no agreement. 

Under*those circumstances it makes a shambles 
of the tr.'.al and an unnecessary pretrial procedure to 
attempt to adjudicate at the trial things that really don't 

recuir., trial. . You don't get at them because of this'.. 

peripheral matter that ahould be cleared away first. 

*» 

The findings, curiously enough, contain state¬ 
ments in some of thorn saying that the other fellow'* ' 
findings are evidentiary detail and then go on for four, • 

. five or six pages and give a whole spate of evidence 
th0 supposed finding of ultimate fact that is 

f | | 

offered to counter the evidentiary detail. . re -i* — ■ 
o..,:arout theory of the respective liabilities of the 


re is no 


SOUTHERN' D' S 'R.'CT COURT REPORTERS 
United States Court House 

FOIEY SC.UARC, N.Y.. (Of. m TeLEPKONSi CCCTU.O 1-m 


I 
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| — v a r ious defendants that X can gather and distill from 

3 I • .* v 

these findings. 

4 11 

The Court of Appeals dealt ; very simply with * 

5 S ' — 

these cases and said there were two things that the 

a y 

plaintiff was claiming and on the remand that the judge 
7 | 

should deal with. Either there is going to be an issue 

8 ! 

as to whether or not those conclusions of the Court of 
o ! 

r u • 

Appeals should be revised because of the facts that were * 

10 |i 

not then submitted and there may be other matters that 

11 | 

should have been presented but were not considered on . 

12 1 

!• appeal or the limit3 of the trial are those outlined by 

13 |j . ' ' - 7 : '■ 

I the Court of Appeals. 

As presently constituted, the proposed findings 

1 :) r • r\:. - 

j| are discursive, they are argumentative, they contain a 
| •• : •. 

H plethora of evidentiary fact, they engage in semantic’;'. 

17 a ' ' '> \ 

controversies that lawyers of this cast and sophistiea- 

18 g 

8 • tion should be able to work out without the slightest 

»I > 

difficulty, there is-, an inexplicable failure of any 

• S} : • 

wutual effort to a^roe on substantive fact that ia 

y 1 i 

not reasonably controvertible, and nothing that has been. 

32 i 

^ submitted heretofore could be signed by me as a decision, 

y 

Tiie whole theory was to give me a decision that I could 

?/* jj 

sign on behalf of the plaintiff or on behalf of the 
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• 'i * 

• » 

The case needs real pretrial effort and is not 
ready for trial and the procedure to clear up the * 

natter la vhat I think 1. wh.t we ought to .pend cur tin. 

I I* 

on this afternoon. 

* » • • 

I think X have got a very clear present under¬ 
standing, subject to your own' correction of n<y under- 
• * • 
standing, as to what the 3ourt of Appeals set out in 

matters to ba tried, and the proposed, findings eight to 
«ero in on those matters. \ X just am not going to otand 
for any personal character vilification or vindication. 


X don't think that* 


s got op; 


ything to do with it. tobody 


is charging the First Boston with being this, that or the 
other thing and they don't have to spell out to me • 
the lofty position of professionals in the invest® nt 
banking trade. X don't see what that has to do wi h 
what wo are going to try end adjudicate here. AB6 (he 
aspersions against any particular defendant or agaiaat 
the plaintiff can just be left out and let's gat dora to 
ching3 that you would expect to see a judge sign vt<a 
he gets through with a case consisting of findings oS. 

ultimate fact and conclusions of law that are warra.'te] ’ 
by those facts. 
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why it should bo consolidated or tried together, but it ^ 
certainly v;ill be, I should think, subsequently to the 
resolution of this controversy, before that controversy 
would be ready for being resolved, ready for resolution. 

THE court, So that that should hot detain us in 
the matter of getting to trial of this case? 

HR. Rm?: ZJo. 

. 

LI * ^s That has has nothing to do with 
us# your Honor. 2 am speaking of Chris-Craft. 1 think 
that the eagrant was made that they shouldn't have to 
pc;y th\s woman in pert because wa were seeking to enjoin 
he.ro, but in the light of the way in which they have 
managed this company for a yens I'a not leaking injuno- 
Ura relief here, it wouldn't do ir,a any good here to 
cot beck Piper. 1 a, necking daaages. As to that I don't 
think I haw anything to do with thin case now. tea can 
pay that woman as far as I am concerned. 

j ilk. RYAN: Do i understand that to be 

iirra^ocable position, Mr. Liman? 

MR. UKKls You cm enderstend that I rm seek¬ 
ing dairagna hera. 

MS. KHI. It would still ::r a ,, t. be '..ppropriate, 

your lienor- that it should be tried after. It certainly I 

wouldn't hn roEdy —* it wvVt'i*,- k_ . _ . . 

^ woc.icn t be heard by the District 1 

i 

^4^ , j 
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1 

' . * 4 I ] 

irt* • 45 i j... ! 

• 

2 

that scores legally, ,1106 4 : 

.. . ♦ 


3 

* •: f» 

MR. LXM'liilj Can I comment on the issue, year Softer? 

. • i 

4 

. . t . 

Because I thin!: without getting ad homines, in this rwttc^r. 

ju«t trying to bo objective as to what the iesue ia, we*«’ 

charge that this concealment of the arrangement for the 

• 

5 

« 

•% 

6 


7 

sale of ths railroad vac fraudulent and thit it muds the 


6 

prospectus which was issued in competition with the Chric- 

• • 

. 

9 

j Craft prospectus deficient. 

• 

to 

Zt is an issue in our case with respect to 


It 

this transaction. Z confess the EEC has received the 


12 

transcripts of examination which we have fcaher., the SEC 


13 

hoc received from us, if not front elsewhere, the.'agree-« 


14 

9 . 9 , i, » 

n’snto that existed for the sale of this railroad, and . • 

> 

. • 

i * 

.15 

» 

there will be a common issue of fact on tais railroad. 

• 

16 

Z don’t have any of the information that the 


17 

SEC has developed. I art prepared to proceed to trial 


18 

in my case on thi3 issue. 


19 

• The question of relief is different. The SBC 

, 

20 

comes in and says they want to give the public stock- 


21 

hcldars certain relief. I’m hare representing Chris- 


22 

. 

Craft, your Honor. 


23 

• 

*• THE COniiTs I thought that you want'd them to 


24 

rescind 1X2,OCO shares, the 112,000 share transaction. 


25 

* 

MR. LlfWfl: I want money now, your c'onor. 

I 
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2 

'JUS COURT* X know you* cay that now. But the 

3 

papers v.p to this point, and in the Court of Appeals 

4 

talked about having Bancor Punta yive back the 112,000 

5 

ehare3 or tender or rescind. 

6 

MR. LI MAHr Not these shares that were involved 

7 

here. The shares they cot in the exchange offer, yes. 

3 

your Honor. And at that tine Piper v/aa worth getting. 

9 

But we lost that injunction to keep them from exercising 

10 

control over Piper and they have consolidated their posi¬ 

11 

tion, and I just don't think, with all the powers that 

12 

thia Court has, you could give effective .injunctive re¬ 

13 

lief that would put me in the position that 1 should have 

14 

r 

been in in August of 1569. That's why money is the only 

IS 

thing that is left. 

16 

The public shareholders would not have been in a 

17 

position to control Piper, they are in a different posi¬ 

ia 

tion. They probably have claims, if the SEC is cor¬ 

19 

rect, for money damages, efc cetera. But that is not my 

20 

business. I am interested in trying this issue. It so 

21 

happens that the SEC has the same factual issue and 7. am 

22 

willing to cooperate in any procedure that your Honor enun¬ 

23 

ciates here eo that we won't have duplicated testimony 

24 

before your Honor on it. This is one of these issues 

25 

in which there will be a controversy. It involves 
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crcdxniliiy of ui tRssEszr. K vyitncss* will- tcotify that 
they had the deal end Hr. Ryan will challenge his credi¬ 
bility. 

THE COURT; it seems to tae that we ought to go 
forward to try and dietill and crystallise the findings 
A« the Chrin-Craft cnce and let the SEC case and Mr. 

Ryou work in that vineyard, end if anything <Jovelop 3 
tilers that ho wants to transfer into the Chris-Craft 
caew, or if it appears that tha two cases should be tried 
in consion, v;a can take up the subject of additional find¬ 
ings and proporrl in that connection ao as not to 
unduly hold r.p the Chrio-Craft ca 3 e. 

^ don’t 17ant tflic thing to become a basis 
Ck--— i„j , taho fact that the SEC he c ccrnc in now, j.onc* 
a lot of theseewsnts. It doe<sn't indicate to me that 
thc-ra ic any justification for delaying the Chria-Craft 
cuoe cth^r chan tho possibility that it offers an oppor¬ 
tunity for discovery of vitaT^ facta useful in the Chria- 

Crsf c ccc©. If that happens, that is r-o much the bet¬ 
tor. 

Kov/, what do wo do about setting fcimatiibles of 
discussions bohwcr.n counsel without the supervising eye 
of n pretrial ecaraincr or the Court and giving you as 
riUvih latitude to see i.S you can't work into & bettor fra.no j 
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Other thrji that 7. thinV 1X09A 

" ■ that anybody looking at a piece of 

Paper can agree on what it says. or looking at a deposi- ' 
tion can agree on what the witness said, without making 
it necessary to go through deposition stories and read¬ 
ing the whole deposition or other devices, and press re¬ 
leases, you can agree on what it says. 

M1 02 the3a ocbettes that you charge, they ere I 
in the background, they are net on paper, they ore 

in somebody's mind, either the plaintiffs mind or the de¬ 
fendant's mind, if they had a scheme, the defendant 
had it in mind. If they didn't lave it in mind, it is 

m the plaintiff's mind. So that that's the kind of 
thing v/o win try. 

IP!. PSEKCBi Kay I ask a bastion new? 

Since we leered for the first time, and I hope it is 
irrevocable, that damage* io all they seek, x would • 
think it appropriate that par; of the ultimate findings 
be findings with respect to particular damages, in ether 
werde, wo have e nunher of ante here. 

IKE COVET: There should be findings related 
to liability and findings related to demagos, and 
the method of the computation of the dr.:.,ages should bo 
ch^-.ra, than isn't like on arm off or a leg off with • 

FEin and suffering. Vou know, you can recount for money 


-cj i rioTn:cv cojr.r repgp/tess 

& Stat=3 Court House 
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<3tSnasSe in * case, tt is not justelrola 

cvrcep of the pen, 

MR, L..KRI.: I thin. 1 : the Smith Barney ccte setc 
the standard, for dtsagen and the amount we paid for our 

ctoeh is southing which is basically indisputable. 

THE com®. Shan put it down in your finding. 
IS you are right, you will gat it. if you are wrong, 
you Hon*t, Tn at xaohes it vary easy, 

HR. fSHNCYSR. I don't think it is going to be 
altogether as clear as your Honor suggests, because while 
It issjr tot be a leg off case with pain and suffering, 
we do have sons problems of causation here that con be 
vary difficult. But at least X do think w, should have 


*■ bscia 


SHE COURT, All right, tho approplineta ecuoa- 
tion and any other norus that you right hav will be in¬ 
dicated by the controverted finding,.. The ,laintlff ' 
will cay that the defendant was responsible for this loss 
The defendant will say you night have .'.cot yo r r.oney 
but not on account of me. 

HR. LXKAHt I think the profcls.vg — 

TOE COUItf: TO»fc is no reason v;h; tlia •ctfi.vdant 
sfcovilto't say you lost your money. That ii a fact ti at 

CCn bC_ ****** *«* at his books, .V;ok over his 
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of the tilings that eat up harriers at the present 
time. 

What I get out of this statement .of yours, 

Mr. Xiiman, is that X should consider, revise the 
thought of the Court of Appeals that there are only two 
occurrences which form tho basis of Girin-Craft* a com¬ 
plaint, end, secondly, that the cana is a straight non¬ 
jury damage ca3Q rather than an equitable suit for in¬ 
junction <13 « primary matter. 

MR. LIMAN: That*s right. 

THE COURT: All right. 



SOUTHERN DISTRICT COURT REPORTERS 
United Statcs Court Nc'jse 

Foley Square, MY., MY. 10007 Telfphojib: Cortland 7-45S0 








• >; 


ycur Honor. 


Minutes of Hearing 10^2V70 


1112 A 


THE COURT: Plcas«, don't let us use words to 
hida a meaning* I have asked you: are there any writ¬ 
ings that emanate from the then chairman with respect to 
b ringing on proceedings under the rule against those par- 
tIcular purchasers? 

MR. KUSHNER: Your Honor, I will have to get you the 
answer fee that. I don't know. 

THE COURT: All right. When we get the answer 
to that, we %/ill find out what we will do about this. 

MR, RYAN: There may be a memorandum of the 
meeting which could be helpful. 

THE COURT: An Internal memorandum which merely 
expressed the cross-current of conversation within that 
organization, to my mind, is not evidence. 


RYAN: Your Honor, may I please state my 


position? 


THE COURT: Yes. 

MR. RYAN: Your Honor, the only effective re¬ 
lief ohv? complaint seeks is an Injunction against Bangor 
Punta from continued violation of the securities laws, and 
it alleges that we, Bangor Punta, has a propensity to vio¬ 
late the securities laws. 

One of the propensities is the so-called viola- 
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26 



tion of 10 (b) (6). I want to be able to establish, 
your Honor, that right in the Coroisslon there was a dis¬ 
pute as to whether 10 (b) (6) applied to these pureheses. 
Therefore, when they talk about having a propensity, it is 
a question of reading the rule book as to who you are talk¬ 
ing about, 

THE COURT: It seems to me that what you are v 

asking them to do is to give you an opinion on the law. . 

MR. RYAH: Mo. They make the allegation that 

we have a propensity to violate the law. 

THE COURT: Let me ask this question: Is there 
any basis for a concession on the part of the Commission 
that there was a difference of opIninn within the official 
branch of the Commission as to whether or not such a thing 
was a violation? 

MR. KUSHNER: I will also explore that, your 

Honor, 

THE COURT: All right. 

MR. KUSHNER: Tour Honor, may I add that X am 
willing to disclaim right now, if it will moot the ques¬ 
tion, that under the propensity section the complaint does 
not mention any 10 (b) (6) violations. The body of the 
complaint does not mention any 10 (b) (6) violations, and 
we will not offer proof of any 10 (b) (6) violations. 
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THE COURT: What you are saying la that you •* 
Irrevocably disclaim any propensity to violate 10 (b) (6)? 

t 

M3. KUSHNER: Yes. » 

i ; » 

THE COURT: la there anything wrong with that? 

HR. RYAK■ That ia fine. 

THE COURT: Does that satisfy Item Ho. 1? 

MR. RYAN: Yes, your Honor. 

THE COURT: All right. Item 2. What do you 
want to disclaim about Item 2 that will satisfy Hr. Ryan? 

HR. KUSHNER: Your Honor, Item 2 relates again 
to 10 (b) (6), and I don't know why it is necessary in 
view of ny disclaimer. 

MR. RYAN: It la a continuation again, your 
Honor, of the fact that 10 (b) (6) was an open question. 

THE COURT: You have now gotten it as a closed 
question. You are not a 10 (b) (6) violator. 

HR. RYAN: Pine. 

MR. LIMAN: That is not what he said, your 

Honor. 

THE COURT: As to the Commission. 

MR. LIMAN: The Commission claimed that the 
Second Circuit found that they were a 10 (b) (6) violator. 

THE COURT: I don't think you have any stand¬ 
ing to say what the Commission is claiming In its complaint 

* hh 
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1115 a y? 

1 

2 

of an allegedly unlawful act, the Commission la bailed 


3 

from seeking Injunctive relief as to the future frppause 


4 

It Is politically or otherwise deviously motivated. 


5 

Does that put It straight? 


6 

MR. RYAN: Your Honor, Z am not going to he 


7 

able to find oases like that. If that la what the ruling 


8 

Is, your Honor, I am perfectly content. I don»t need 


9 

the examination. If that la the law of the case. If 


10 

that la what they have to show, your Honor, than I don't 


11 

need — 


12 

THE COURT: That la what you have to show, not 


13 

they. 


14 

NR. RYAN: They are coming In and asking for 


15 

an injunction against us. 


16 

THE COURT: That depends entirely upon your 


17 

"propensity." 


13 

NR. RYAN: I thought we eliminated propensity. 


19 

THE COURT: We are talking of propensity as 


20 

to the future. 


21 

NR. RYAN: As long as we are not talking about 


22 

what they claim Is our propensities in the past. If we 


23 

are talking about what the future Is, it seems to me that 


24 

that is their responsibility. 

I 

25 

THE COURT: Their responsibility is to show. 
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If there is no past conduct, that there Is need for equit¬ 
able relief as to the future. X think that all came up 
in the Parke Davis case that way, did it not? 

t 

Mi. RYAN: Essentially, your Honor. 

THE COURT: How about that, Mr. Liman? You 
knew all the eases. 

KR. LIMAN: This question of equitable relief, 
when It cones to the SEC -- 

THE COURT: Not the SEC. X am talking about 
equitable relief as to the future and the need for an in¬ 
junction. 

MR. LIMAN: I think they have a law unto them¬ 
selves when It comes to injunctive relief. I have been 

on the unhappy end of that In a number of cases. They 
all seem to say that if you can prove that somebody wil¬ 
fully violated the law you get an Injunction. X think 
that*6 right. 

THE COURT: X don't think that that Is the law. 
It seems to me that they are entitled to have requited 
the past, but they have to show that there le danger of 
recurrence In the future in order to get an Injunction ee 
to the future. 

It seems to me that X wrote something on that 
in the Government's case against Uni-Royal whore X denied 

SOUTHERN DISTRICT COURT REPORTERS 
United States Court house 

Foley Square, N.Y., N.Y. 10007 Telephone: Cortland 7*4580 








mp 


9 


(Plaintiff's Exhibit 24 received in 


H174 


evidenc^l 


MR, KUSHNER: I offer as Exhibit 25 a copy of a 
registration statement filed by Bangor Punta Corporation 
with the Commission on July 18, 1969. 


MR, RYAN: No objection, 
(Plaintiff's Exhibit 25 received in 


evidence.) 


MR. KUSHNER: I offer as Exhibits 26, 27 and 28, 
respectively, the complaint, stipulation and consent and 
judgment for permanent injunction in the action entitled 
Securities and Exchange Commission vs. Bangor Punta 
Corporation filed in the United States District Court for 
the District of Columbia on May 26, 1969. 

MR. RYANt No objection, your Honor. 

THE COURT: off the record a minute. 

(Discussion off the record.) 

(Plaintiff's Esihibits 26, 27 and 28 received 

in evidence.) 

HR. KUSHNER: Kay I inquire through the Court 
whether Mr. Ryan will stipulate th«t during the period 
August 7, 1969, to August 27, 1969, there was trading in 
the over-tha-counter market of the Bangor Punta warrants 
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»p my a 

Honor'8 time with the marking here. But I think for present 
purposes to follow the direct testimony your Honor might 
want to have the book before you. 

There is an index to it, which I have given to 
counsel, and again I will make the formal offer when every¬ 
body has a chance to decide whether to object — 1 don't 

think there will be objections — or whether they want to 
make other offers to qualify or supplement this offer. 

I would then proceed with my first witness, your 
Honor, Mr.Burnham. 


I. BUR M II AM, II, called as a witness by Chris- 

Craft Industries, Inc., being first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 
BY MR. LIMITS 

0 Mr. Burnham, what ia year occupation? 

A Investment banker, stock broker. 

Q What firm are you with? 

A Erjrjsham & Company. 

Q Whet i3 your position with buroham & Company? 

A I sm the senior menaging partner. 

Q How long have you been with Suuiham & Company? 

A I founded the firm on April 1, 1935. 

Q How long heve you been on Wail Street? 


..Ov Mh^DJST.W* 
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A Since September, 1931. 

Q What ia the nature of Burnham & Company's business? 

A Well, it is a very broad, diversified business of 
Investment banking, underwriting, making markets, stock 
brokerage. We cover nearly all facets of the business 
with the exception of commodities. 

Q What stock exchanges are you members of? 

A Nearly all: New York 8tock Exchange, American 
Stock Exchange, Pacific Coast, Midwest, Philadelphia, 
Baltimore, Washington St<~ck Exchange, and the Boston Stock 
Exchange. 

Q Did your firm ever act as underwriter for any 
company h^adedby Herbert Siegel? 

A v.z bought General Artists public socta years ago 
and Herbert Siegel at that time I believe was chairman of 
the board. 

Q In January of 1969 ./ere you a shareholder of Chris- 

t ■ 

Craft? 

A To the ho3t of my recollection, I was. 

Q What about Burnham & Company? 

A I think Burnham & Company was also at tha time. 

0 Do you know C. Leonard Gordon cf Chria-Craft? 

A I do. 

Q Kow long have you knevn hlia and in what connection? 
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P Well, '£ jii lmarily knew him as counsel to our 

firm. He was one of the lawyers in Marshall Bratter 

Greene Allison & Tucker who did work for Burnham & Company 

ard I would say 1 know Len, I would imagine, nearly ten 

years. 

Q Mr. BuvnhaijUyttre you aware that on January 23, 
1969, Chris-Craft made a cash tender offer for some Piper 
3tock? 

A Yes, I am. 

Q Ware you aware of it at the time that it was made? 

A X read about it. 

Q During the period that this tender offer was out¬ 
standing , did you have a conversationvith Mr. Gordon? 

? How iong was the tender offer outstanding? 

0 Until February 3. 

A I hrd a conversation with Mr. Gordon — 

A CVn you fix the date? 

A Yes.- X think I can. It v/as on Thursday, January 


0 ‘Intro. did .the conversation take place? 

A yr. Gordon called me on the telephone on Thursday, 
the. 3(it , and ” think we had a conversation in my office on 
Firit&y, cha 3‘st. 

Q Weir, start with the telephone conversation and 
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I tell the court whet Mr. Gordon said to you and what you 
j said to him. 

| A wen, to the beet of my recollection, he explained 

I t0 “ that Ch ‘ rls - CMft get quite a bit more than 

300,000 shares of Piper and that they might need financing 

to pay for this st ck and he wondered whether Burnham s 

; Company could arrange some financing ratherquickly so that 
I they would have the money. 

Q What did you sey to him? 

j A 1 aa; - d I thought we could. 

I 

0 What happened at the meeting in your office the 
following day? 

A Ue cane down so we could discuss the whole thing - 
we didn't know too much about it - so we had our facts 
straight, and we went to work on it. 

0 Sid Mr. Gordon mention any figure as to how much 
, financing he wfj ted? 

a thick he wanted in the area of $22,000,000. 

0 Mi P-vrnham take any steps to arrange financing 
for Chris:- Craft? 

A ,«e did. We worked over that weekend and we told 
-ir. Gordon on Monday, February 3, that we had arranged with 
banking friends of ours in London for a $25,000,000 loan to 
the Chris-crnff Company f or the purpose of making the acquisi- 
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tion of the Piper shares. 


Q Did you tell Mr. Gordon the name of the firm? 

A I did. 

Q What was the name of the firm? 

A Singer & Friedlander. 

Q Is that a London merchant banker? 

A It is a very substantial London merchant banker. 

Q Did you discuss the terms with Mr. Gordon? 

A We lid. 

Q Do y.m remember anything about those terms today? 

A Well, to the best of ny recollection, it was an 
in tores;- rate >f, roughly, 7 per cent and, depending upon 
the length cf time of the loan, ranging,I believe, from 12 
to 24 month*;, warrants were to Le issued by Chris-Craft with 
a roexiraum warrants, I think,in the area of 25,000. 

I thought it was very favorable terms. 

G Did yovi express that cpinion to Mr. Gordon? 

Ii I certainly did. 

THE c:our.T : What were the terns of the warrants? 

TEE WITNESS: I do not remember, sir, but to the 
be&t of iy race .'.lection, they wee not belov» the market. 

0 iH?. there cone a time when iir. Gordon told you 

th* t th*v* M.c rot asud the loan? 

A r: :• 


; - m ojstks*:.'* *.*. wwi * 
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0 Was that after the tender offer closed? 

a That was in the latter part of February. 

Q Did you follow the press accounts of the contest 
for the control of Piper in 1969? 

A I did. 

Q I am going to show you the May 8, 1969, press 

release of Piper, which is quoted in full and attached to 

finding 69, your Honor. Did you read the report of this 

announcement at or about the ti« that it was issued. May 8, 
1969? 

A I remember reading it. 
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THE COURT: Sustained. 

Q Mr. Burnham, have you heard the term "value” 
used in Wail street in terms of offeringsof stock? 

MR. RYAN: Objection. 

MR. PENNOYER: Objection. 

THE COURT: Overruled. 

A Y&s, I’ve heard of that. 

Q And does that word have an ordinary .meaning on 
Wall Street? 

MR. RYAN: . Same objection, your Honor. 

THE COURT: Overrule. 

A Yes. I think that — 

THE COURT: "Yes" is the answer. 

Q And what is the meaning? 

MR. RYAN: Objection, your Honor. 

THE COURT: Sustained. 

Q Can youtall me, in your opinion, Mr. Burnham, 
what the word "value" normally means on Wall Street? 

MR. RYAN: Objection, your Honor. 

Q (Continuing) in the context of an exchange 
offer or an offering of securities. 

MR. RYAN: Objection, your Honor. 

THE COURT: Did they mean anything other than 
the dictionary meaning. Hr. Burnham? 

SOUTHERN DISTRICT OQURT REPORTERS 
United States Court House 
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THE WITNESS: I cfin't tell you, your Honor, 

exactly wliat the dictionary says. i know what they 
mean in Wall street, in my opinion. I mean — 

TEE COURT: Well, there isn't any language — 

THE WITn SS: The word "value" —- 

THE COURT: it isn't a language unto itself, 

is it? 

As you have testified, "value" has the ordinary 

meaning. 

the WITNESS: That's right. 

THE COURT: I take you at your word. 

"Va.ua" ha* the ordinary meaning. i don't 

think 1 n,,ci an a:: P er> to tell rae what the ordinary meaning 

i«. 


Li:iAN: I asked him whether it had the 

ordinary mcan-ng on Wall street., your Honor. This is 
apparently e. contest here between us and the other side 
as to wiiah those words would mean, and in fact the Court 
of Appeal 3 decision raised that question. 

TUB COURT: I am taking it only on the basis 

of vhat the witness has said. He has laid down the 

grcune. .rules. He said that it has the oidinary meaning 
and tl a; an expert is not required to infuse it with 

ary dene.-lotion of what the ordinary meaning i3, and the 

’id 1-.V \ P’;TR y c vnr sX 

i ed StatesCwrt i :c se 

y 'Z ■ tr I'A'AT:. N.Y., MY. ?CCC7 'teLftPHCdf: CCfeTL^D 7-4580 
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witness has just said that he agrees with that. 

BY HR. LIMANt 

Q Mr. BurnMun, do you know what the dictionary 
meaning of "value" ie? 

A I think X do, but I would have to see it. 

Q Zs "value" used a* part of your profession as a 
stockbroker? 

Xa that the term that you U3e from time to time? 

A In my profession "value" generally means to me 
market value. 

Q Nov: in determining market value when there is 
an offering — assume that the offering is said to have 
a market value of a certain amount. 

Uuring v/hat period of the offering would you, 
in your profession, conclude that it would have that market 
value? 

MR* RYiiN: Objection. 
i!R. PENNOYER r Obj ect ion. 

•JUK COURT: Sustained. 

c-' 

Q Hava you ever entered into transactions In which 

an offering was supposed to have a certain value? 

A Yds. 

Q 2-id during what period of time was the value 

measured? 

SOUTHERN OJSTRiCT COURT REPORTERS 
United States Court House 
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MR. RYAN: i assume this refers to a specific 
transaction. 

THE COURT! Well, Mr. Liman, I think that you 
have now put enough questions do as to raise any point 
that you wish to raise at any other time on this subject, 
and over the objection of the defendants, on which I 
reserve decision at this time: 

(Tc che witness) Hr. Burnham, will you tell 
me what you understood this paragraph to mean? 

THb WITNESS; Sir, you want me to tell ycu what 
I understood ihi3 paragraph to mean? 


THE COURT: Yes. And then you tell me whether 

that is an understanding that is peculiar to you or whether 

you consider a reasonable individual in Kali street would 

so understand it. 

TH.-S WITNESS: I think this means that the 

package cf ay ;ur:ities would have a value that if I was 
a Pxper shareholder, they would be $80 to me, that Piper 

vituilf would be worth $80 and that the market would be 

big enough to prove it. 

THi ‘ C0URr: tJhat effect do you give to the 

words; In the judgment of First Boston"? 

io waTHESS: Not much, sir. i think the 

marl :et ;>•: ..vo» 

' \: Oi Vi RiCT (Wf RcPOHTt'RS 

bMifso States* Cthist Hou.>e 
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THE COURT: Did that indicate to you — 


THE WITNESS: And I would say the same about 
Burnham & Company. i think that the market is the proving 
ground. i don't mean anything impertinent about 
First Boston. if he set the value — the real value is 
proved by the market place in our business. 

the COURT: So you cast out the words "in the 
judgment of First Boston"? 

THE WITNESS; it would mean very little to 


BY HR. LIMAN: 

Q Would ycu attacn any significance to the fact 
that First Boston was willing to put its name on the 
valuation? 

MR. RYAN: Objection, your Honor. 

THE COURT: I will take this. I will reserve 

decision on your objection. 


MR. PENNOYER: I join in that objection 


irrelevant. 


TiiE WITNESS : Do you want me to answer that. 


sir? 


THE COURT; Yes. 


A 1 wculdn ' t attach any more significance to it 
tnan if we put it. i still say that the market is the 
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testing ground of a valuation in an offering. 

THE COURT: So you would say that the language 
“in the judgment of First Boston Corporation" is mere 
surplusage, as you would read it? 

THE WITNESS: Yes, sir. 

0 pp ftr 

Q Now you testified that the veiee would have a*~ 
VMv* 


offer, so that the Piper shares would have a value of 

$60; is that what you said? 

A Tiirt would prove something to me. 

Q And why is that? 

A Because that is proved by the market place. 

"hat is real value. That is value you can sell, you can 
create, the doliars. 

Q — ° you saying to the Court that when you read 
this lt'wj’acc you assumed that the offer would bo of such 
a nature that the Piper shares would trade at $80? 

MR. PEN?TO\t;R: Objection. 

MR. RYAN: Objection. 

X..E COURT: I think the form of tlia question 

'• a obj • -ok ionsblc. 

.1 think I understand what ho is saying to me in 
hie previous responses. 

ou referred to volume in giving your prior 
* R:?wer to ^ Court . Vtouli you explain that? 
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A loan explain it very easily, that if you sold 
out as many margin accounts as I may have done in my 
lifetime you know the only value is what you actually get 
for something when you go to sell it. Now that is 
value• 

Q And what do you mean when you said that there 
would have to be significant volume — I didn't catch 
your actual words. 

A Well, a quotation is not a market. Maybe 
for ter. shares it is no tiling. 

Q Now for how long a period did you assume that 
somebody would need to sell shares, if you made such an 
assumption, during the offering? 

A Well , in an offering I would think that to 
prove a valuation, that at least three or four days. 

0 And if the offering was subject to subsequent 
stockholder approval, would that have an effect on your 
judgment as to the period of valuation? 

MR. FEIkJOYER: Objection. 

MR. RYA1J: I assume this whole line of 

examination by Mr. Liman is subject to the standing 
objection which you reserved decision on. That is why I 

am not objecting to each specific question. 

THE COURT: Yes. I think that Mr. Burnham 

tfXJV; 4CRN DISTRICTf COURT REPORTERS 
United States c jury Hot*s 

hO'~£Y SQUARE, N.Y., N.Y. KOSf TSUEPtXS^: CORTLANO 7-4580 
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is s sufficient expert to give us the testimony without 
being led along legalistic lines, and I think that the ' 
questions to Hr• Burnham ought to be so framed as to 
permit the witness to give the evidence that is being 
inquired into. 

Q Well, Hr. Burnham ~ 

TEE COURT: I sustain that objection as to 

form. 

Q Hr. Burnham, I will ask you to assume that the 
offering of Bangor Funta was subject to stockholder 
euprev-a, and I will ask you to further assume that the 
offering was closed prior to the obtaining of stockholder 
approval r and I will ask you to express your opinion as 
to hoc you wojJ.d Jove understood the term "value” in that 
context. 


ilR. Pp.itv.OYER: Your Honor, does the question 

relate to Ilay 3th, the date of the press release, or 

i.3 it intended — 

I. o'oject, your Honor, unless that matter is 
clarified. In other words, I btlicve the witness 

t]l * **''»*» relc * as - before him. I don't think any 
suen me t' or i$ stated in that document. 

'■O', I.No. Thay are not stated in the 

t. 


1 0!STf>5C ; ‘v.iURT W.'W&.S 

U ITtO St4.tcs OjortHo s - 
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THE COURT: Well, the only inquiry, Mr. Liman, 
ia whether your assumptions relate to May 8th or go beyond 


May 8 tli. 


HR. LIMAN: My assumptions go to the question 
of whether the words of the press release would have been - 
understood in the sense that First Boston has now 
‘testified they meant them. 

"HE COURT: No, please. Don't put that into 
your point. I don't want to incorporate other testimony 
at the proaunt time. 


rust 5° ahead with your questioning. I think 
we will ia Letter off if we don't engage in colloquy. 

-IE WITI3S3: What was ycur question? 

3Y MR. LIMAN: 

Q My question was: I asl;ad you to assume that 

the of raring was subject to stockholder approval of the 
offering company, Bangor Punta, and that the offering 
was cloned prior to the obtaining of stockholder approval. 

A Well, in my experience that is a rather unusual 
procedure. As a general rule I would judge the offerings 
aftur ? stockholder approval was granted, because in our 
business tna exemptions for arbitrage and all types of 
-rancactic o , after stockholder approval are granted 
when there no risk that the person who tenders shares 
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ia going to get a perfectly good, valid delivery. 

And so trading stock before stockholder 

approval, that is something - 1 am not . lawyer - that 

la a rather unusual happening in our business. 

Q Now, dr. burnham, 1 want your opinion on 
another subject. 


1 want youto assume that Bangor Punta, a. the 
holder of over SO per cent of the common stock of Pip. r , 
ha. the power under Pennsylvania law to compel a merge/ 
between Piper and Bangor Punta. 

I went you to assume further that Cfafcis-Craft, 
as a minority stockholder, i with 697.495 shares, or 

U Ptr Cen£ ° E tha 3tocJt ot ■ p lper, has the right under 
Pennsylvania law to obtain an appraisal in the event of 
a merger, ‘ * 


And I will ask you for your opinion as to the 

marketability of chr-i '-.(Vodi. ■ .. 

y or cnrr^-craft s block of stock in Piper 

under those circumstances. 


llR * RYAN: i object to the question. 


your Honor. 


ini. pliHNbYER: i join <n 


xsiE COURT: Read the question. 
(Question read.) 


’hS COURT: You may answer. 

**_Y V- 
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A Mr. Gordon first called me, to ruy recollection, 
January 30th. 

Q Yea. 

And as Z understand it he indicated to you that 
Chrif3 -Craft might. get considerably more than the 300,000 
shares for which they tendered? 

A Correct. 

mid this was a telephone conversation, is that 

right? 

A Yet', sir. 

w ->it he tell you why he expected to got or that 
he might get pore than 300,000 shares? 

A l ialieve ha a e idiom t they : were going to be 
willing to take anything they could get, and he might 
get cor. s.v^er,->bly more than 300,000 shares. 

Q Ky question is: On January 30th, did he toll 

yon why h< expected that he might get mere than 300,000 
shores? 

h 1 don't believe he told me why. 
y But would it refresh your recollection if I 

suggested tha ; he told you the activities of the Piper 

people ware driving the market price of the Piper stock 

arv'n? 

TjKIP i : The question is: Did he tell him 

SC* iTHERN DISTRfC r OOURT REPOR TERS 
United States 'ounr House 
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Q (Continuing) Does that refresh your reoollectio. 
as to whether to indicated why he thought he might get 


more than 300,000 shares? 


HR. LIMAN: 


question. 


Objection to the form of that 


THE court: That objection is overruled. 


Weil, that was tire years — thafe quite a long 


while ago. i don't remsmLerthe details. He was 


talking to a., about getting money, period, and 1 wasn't 


ask....g questions about the whys and the whereforea. 


wanted to know how much to wanted and Xwanted 


to get to work to see if i could get it for him. 


ho you have no recollection at this time of ’ 


any conversation as to why fee had this expectation on • 


Jasuciry 3Chh? 


A T. ito recollection of why that I can 


rememre::, but the fnct that ha wanted more wras very 


cbrioiiG to that ho was right to want more. 


0 fou say that it was obvious that ha war right 


to want iaoc-G? 


A Sure. 


*7hy? 


. tUCe 1 Ci ° n ' t think there is any question in 

V ^ v£ 
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A In a matter like this you really don't need it. 

You really don't need any writing at all. These people 

dealt in millions for years, and if they say they are 

going to provide that kind of money, you can rest assured 

It'S going to bo there. you don't even need it. 

0 SO your answer is that there is no writing - 

TU4 COURT: I think what Mr. Pennoyer is 

getting at ia; 

lu th8ta m, Y or Tela* or other communica¬ 

tion that indicates the interest that you say singer a 

Frj GrU.ir.ciur hc^? 

WITNESS: Yea, sir. 

Yorx Eonor, you know, I was called with very 
little preparation and I did i cok at iJr> Woa dhuyson's 

fi3e thi “ Krnin9 ' "*» it a letter from singer a 

Frreei. , ,.: r, if 1 recollect, in late February, indicating 
at i t-s '"‘‘Y that lie hadn't taker, the money, that 
Chris -exact adn't taken the money, and a lot of these 
conversation.: had to be ever the telephone over that 
weekend he explain why it was needed, whet the purpose 
vaa * or ' to asgotiate a d»aX. 

Ujt tho - v Gaiae bac]c very quickly on it ,ind 

* i,VS * iS r ‘‘ : ' 5 1 3aw *» his fils tliat 1 would say 

there wftcmU any cv.esticn about it. 

• ; -:« v • cotjRT 

yWTf'C ST/': •*£ -JgijRT ;tJUi8 
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THl WITNESS: No of*. . 

, 4 ' 8ir * Thls going to be a 

«ct loan, « short-term loan to Chris-craft. 

THF COUPT* On r.'U - a. 

OA w «at security? 

TI- WZTUBE6. On the security of the company, 
as I recall it. 

^ CO®, On a signature? Ie that ^ Wfly 

Y3J r * CV ' 1 " ^ °" 3 8ignatUr ^ * ^ for $22 million? 

C H " UITI ' rSS: ThiS was 5oing to be a loan by 

“ g-wOu t , B, 1 ' banks, I would as sum* bar- 

a-sume, because that 

as ihe ••er.-r -' 1 , . 

- ~o.in, headed by singer * FrIcelander. 

It. »/OUid \T > .,11 u 

. ^ .. AndXng 9fc,noral obligation of the 

^ ard would aave matured, as I recall, 

** " ^ " ,UthS ° r »°"ta to a maximum of 

‘^ th * "" "° Uld fchere£ ° re iiave P^bably come ahead of 

thQ t uUe tLat tUe - had on their balance 

shes'.t, of ;>*■** •■]■,«»» «.» 

. che demand Joans of banks. 

••• Oid you ask for and get a current 

X " ‘ ' 3A ' i ^ •. Af.rurt of Chris-Craft? 

?;r» wrTm?ne ... «. 

• ‘Veil, v.e were wori-’m * _ - 

I triy’H. TV .... , worh..ig vary fast.. 

. frc '^ what v/2 h. d in . • 

*n t-u«. t ime in ;h e 

public y -VV. •« i v 

• . V *.• it « 


I 


r’.-r 
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even today, in a very well-known corporation. 

THE COURT: Is that the basis of loans: 

because the corporation is well known? 

THE WITNESS: No, no, but if I recall correctly 
and now you are testing my memory — that in 1969 
Chris-Craft was operating a quite profitable business and 
its stock was selling at a very high price in relation 
to the present, and many of the problems that it has 
since gotten into it wasn't in; and had this loan been 
made ard had they Ixmght control of Piper, the situation 

of Chris-Cratt financially, your Honor, would have been 
much better. 

TI? COURT• Mr. Burnham, I am trying to get 
one simple point. 

1 vant to know a bank lends $22 million to 
a company or. a simple note, without getting current 

in l ormHl-'o-i m its commitments. 

! WI ™ESS: I am sure they would have asked 

for somet.hire had Chris-Craft come back and said, "We 
want the morey. " 

, t- 3 T. T lVe they would hav ® wanted an updating 
c c the h l - v - i - A.ed records and want tc know if anything 

hau occ ' r:rad : ° change the financial condition. 

ivt baS2d on wha t was available to them at the 


Kti.. 
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THE COURT: . Did they indicate that they would 

go or did they indicate that they would consider it if 
and when the proper information was supplied and if and 
when the proper request was made? 

THE WITNESS: Well, Mr. Woudhuysen handled 

the conversation, but my understanding was that they 
were ready to go. 

I f elt quite definitely that they had a commit¬ 
ment and it would only be sub jact to some major change 
in Chria-Craft.'s financial losition that they weren't 
aware of. 

BY MR. PSiiKO'iTER: 

lir. Bur.iham, as I understand it, you personally 
did net hava rn y conversations with Singer & Friedlander. 

A 7 can'c honestly tell you that I didn't. I 
think I did call Francis Hock, who was the senior partner 
of Singer £ Friedlander, and .keep in mind that these 
were international 1 bankers that could make their minds 
up vary quickly on corporations that are listed companies, 
like Civ:iff -Craft was, and I think I discussed with him. 

v/hevi ao roing on, and then turned it over to Hr. Woud- 

huysan, 
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